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f REVENUES IN THE TERRITORY OF HAWAII. 



Committee on the Territories, 

February 6, 1906. 

STATEMENT OF ME. W. 0. SMITH. 

Mr. Powers, chairman pro tempore. There is something concerning 
Hawaii for the committee now to consider. 

- Mr. Kalanianaole. We have a delegation here to appear before 
the committee on House bill No. 11015. We do not want to come 
here in the midst of matters relating to Alaska, but if you are ready 
to hear us we will be glad to proceed. I shall not waste any time by 
making a statement. There is a delegation here from the Hawaiian 
Islands, and 1 suppose the committee would like to hear from all of 
them, and I would like to have these gentlemen ^iven all the time they 
need. I will call on the chairman of the delegation, Mr. W. O. Smith, 
to introduce the members of the delegation. 

Mr. Powers. I understand that there is quite a delegation here of 
the leading men of Hawaii in reference to this bill. 

Mr. Kalanianaole. Yes, sir. 

Mr. Smith. I reside in Honolulu, where I was born. I am a lawyer 
by profession! 1 will state, Mr. Chairman and gentlemen of the com- 
mittee, that the object of our being here is with reference to this bill, 
which follows the suggestion of the President in his message, that 75 

f)er centum of the customs receipts and other Federal revenues col- 
ected in Hawaii should be set aside as a special fund to be used for 
public improvements, public buildings, and naval and militaiy defenses. 
Before speaking further on the subject, I would like to call the atten- 
tion of the committee very briefly to the location of these islands, as 
there are a number of the members who have not previously had 
Hawaiian matters before them. This is the Hawaiian 'map [indicating 
map on side wall] showing the Hawaiian group of islands. These 
islands are situated 2,100 miles nearly southwest from San Francisco. 
There is a group of four main islands and three smaller ones. It is a 
too common error in thinking that there is simply one island of Hawaii. 
It is a group of islands. The largest is down here [indicating] to the 
southeast, the island of Hawaii, which is 4,000 square miles in area. 
Then there is here in the Kaieie Channel the island of Oahu, and to the 
westward the island of Kanai. Honolulu is on the island of Oahu. 
Honolulu is not on the island of Hawaii. It is the capital city, has the 
best harbor, and is the center of trade. Next to Honolulu in impor- 
tance is the town and bay of Hilo, island of Hawaii. It is on this 
largest island that the volcano is located. 
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I wanted to call attention to this map so as to show the location of 
the islands, as it has a bearing on these matters. If we were simpl}'^ 
one island and had only one government, the conditions would be more 
simple. There is a territorial form of government for the whole 
group of islands and a local form of government for each separate 
island. This separation necessitates many more officials and buildings 
and more machinery of government than would otherwise be required. 

I will speak, also, briefly in regard to the physical features of these 
islands. The islands are all mountainous in the interior, and on the 
island of Hawaii there are two mountains that are 13,000 and 14,000 
feet high, where there is perpetual snow on their summits, although 
we are bordering on the Tropics. Each one of the islands is very 
mountainous in the center, and it is around the rim, or the edge, of 
these mountains — the fringe, so to speak, as the land slopes down 
toward the sea — that the fertile land is situated. These lands are the 
only ones desirable for residences. This involves a larger expense in 
the matter of roads and care for public affairs from that very fact — 
that it makes a very much larger extent of country to travel over to 
care for them. 

Mr. Webb. How far is it from Hawaii Island to Honolulu? 

Mr. Smith. About 200 miles. It is about 800 miles from the island 
of Kauai in the northwest to the extreme end of Hawaii in the south- 
east. They are situated in latitude 18*^ to 21^ north of the equator. 

Before annexation Hawaii was an independent sovereign govern- 
ment. The Americans were the first ones to go to the islands. The 
American missionaries went there first in 1820, and then followed the 
American merchants and others. A government was organized, and 
it was gradually extended. It was a matter of evolution and develop- 
ment, it being built up almost for fifty years along American lines. 
The judicial system follows more closeW the common-law system of 
the State of Massachusetts, because the first chief justice of the islands, 
when the courts were organized, was a Massachusetts lawyer, and some 
of the Massachusetts laws were incorporated in ours. 

The Hawaiian government was first carried on under Hawaiian 
chiefs or sovereigns, and finally a Republic succeeded the old form of 
government in 18J^3, and from that time until the annexation the 
republican form of government continued. In 1900 it was organized 
as a Territory of the United States, and has been carried on since as a 
regular organized Territory, with a governor appointed by the Presi- 
dent of the United States, and the machinery of the government pro- 
ceeding as before. The whole machinery of government and the con- 
ditions there were so essentially American and built on American 
lines that when Congress came to consider — and this committee in 1900 
spent several months considering the organic act — the^^ found the stat- 
utes, laws, and system of goveinment so satisfactory that almost the 
whole body of Hawaiian laws and statutes were reenacted with certain 
essential and necesssary changes to adapt the laws to the new condi- 
tions. 

Before annexation the little government carried on its aflfairs. They 
had public institutions and a system of government which was very 
creditable. The judicial system, the educational system, and the whole 
machinery of custom-houses, and all the details of government were 
carried on; and from time to time ver}^ important improvements were 
made, including expenditures on harbors and wharves, very large 
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expenditures in opening new roads and in improving and developing 
a new and better class of government buildings. We were able to do 
this in the main by practicing economy, home things were wi^^ly 
done and some unwisely. We lived almost within our means, and we 
were able to make these public improvements. We did incur some 
debt, however, and at the time of annexation there was a little over 
$5,000,000 of debt, but that had been accumulating over a number of 
years, and was represented by substantial and valuable public 
improvements.. 

At the time of annexation about one-third of the revenues of the 
Hawaiian Government was from the customs. All American goods 
came in free of duty, and other foreign goods paid a duty, and about 
two-thirds of the revenues was from internal taxation, license fees, and 
other sources. After annexation, of course, the customs receipts went 
to the Federal Treasury. We have had about five years of this, and 
the amount of money received from customs and the amount received 
from internal taxation still bear about the same proportion, namely 
one-third and two-thirds, respectively. We have had to keep on main- 
taining the vsame government and meet conditions which required 
larger expenditures than before. At the time the organic act was 
under consideration, some of the members of the committee who were 
here then will perhaps remember, attention was called to the fact that 
we would probably have some financial difficulty because of that loss 
of revenue, but we have tried it, and have been trying it for five years, 
and the result has been that 

Mr. Moon. What is the loss on account of the customs duties which 
are being paid to the Federal Treasury ? 

Mr. Smith. Three-fourths — 76 per centum. 

Mr. Moon. That is what you want. What has been the difference? 

Mr. Smith. One-third and two-thirds. 

Mr. Moon. Does the one-third go to the Federal Treasury ? 

Mr. Smith. Yes. 

Mr. Powers. Do you mean that two-thirds goes to the Treasury ? 

Mr. Smith. No; all the customs receipts go to the Treasur3^ I 
mean that about two-thirds of the total revenues go to the Territory. 
The territorial government has been operating for five years, and 
public improvements have been attempted, but there has been great 
difficulty because of the insufficiency of the income. We had to reduce 
salaries two or three years ago in the legislature in order to try to be as 
economical as we reasonably could. But we are now confronted with 
the fact that in order to carr}^ on the really necessary public improve- 
ments, and to provide sufficient and adequate schoolhouses, wharves, 
public buildings, and things of that sort, we have already' had to borrow 
again a little over $2,000,000, which has all gone into public improve- 
ments, and not for the current expenses of the Government; and in 
looking to the future the prospect is not encouraging. Taxation has 
been increased, and we are feeling the burden of it more and more* 
In addition to the property tax and personal tax, we have an income 
tax of 2 per cent on all incomes over $1,000; and altogether we find that 
the burden is rather more than we can carry. We have anticipated 
this, and we have not complained about it; but after five years of 
experiment we think that something should be done to relieve the 
situation. 
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1 do not wish to occupy too much time, because some of the other 
gentlemen are prepared to speak in detail, but I wish to say this, 
before they do address you, that we came here at the request of the 
commercial bodies of Honolulu and Hilo and the Hawaiian Chamber 
of Commerce. 

Mr. Moon. Is the exact purpose of the bill to enable Hawaii to have 
the full benefit of all of its revenues and to have Congress direct the 
application of three-fourths of that revenue to the purposes men- 
tioned in the bill ? . . 

Mr. McInerny. The purpose is this; to have three-fourths of the 
customs receipts set aside for this Hawaiian fund, and Congress each 
year during the twenty years appropriate for such public improve- 
ments as it shall see fit. 
* Mr. Moon. Then this territorial revenue 

Mr. McInerny. Oh! That is under our own local control. 

Mr. M<X)N. 1 know. But out of that money which comes into the 
treasury from custom; you do not control that, do you? 

Mr. McInerny. No. We do not control that. 

Mr. Moon. You want the benefit of that for the islands? 

Mr. McInerny. We want the benefit of three-fourths of that for 
the islands, and not to be under control of the territorial government, 
but to be appropriated by the Government. 

Mr. Moon, i ou want Congress to make an application of the funds, 
as I understand it, 75 per cent of the funds derived from the customs 
service and internal-revenue service of the island? 

Mr. W. O. Smith. Yes. 

Mr. Lloyd. What is the specific purpose for which you want it? 
As I understand, you want it for public buildings and military and 
naval defenses and harbor improvements. Does not the Government 
provide for those various things now? 

Mr. W. O. Smith. The Federal Government has not provided any- 
thing for public improvements except the appropriation of last year 
for tne dredging of Honolulu Harbor, $400,000 being authorized and 
$200,000 appropriated, and the work is now being carried on; and the 
other $200,000 is asked to be appropriated this session. But the Fed- 
eral Government has no buildings tnere at all. That will be explained 
more fully by the gentlemen who will follow me. Everything is 
crowded in the Territorial offices and the court-house and in such build- 
ings as the Federal Government has been able to get. Of course, the 
custom-house was turned over to the Federal Government, as also the 
post-oflSce. 

Mr. Lloyd. Would not the public buildings that are necessary for 
the islands properly be provided for in the public building bill that 
may be passed by Congress? 

Mr. W. O. Smith. Yes; and we have been trying for several years 
to get the Federal Government to allow us proper public buildings, 
and have not been able to do so. 

Mr. Lloyd. You will find nearly every district of the United States 
has been trying to do the same thing, and has failed; so you are sim- 
ply in a similar position to the others in that respect. 

Mr. W. O. Smith. Yes; that is so in reference to the Federal build- 
ings, 

Mr. Lloyd. That is what I have reference to. 
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Mr. W. O. Smith. But there are other buildings required — educa- 
tional buildings. 

Mr. Lloyd. To what kind of educational buildings do ydu refer? 

Mr. W. O. Smith. To the public schoolhouses. 

Mr. Lloyd. Over the Territory of Hawaii? 

Mr. W. O. Smith. Yes; in different parts of the Territory. The 
Territory maintains the schools. 

Mr. Lloyd. Have you any school fund there ? 

Mr. W. O. Smith. Yes; and the Territory has been doine it all here- 
tofore, and if this action is taken the Territory will bear all expense of 
maintaining the schools, but for building proper schoolhouses we want 
help. And there are harbors and wharves and other public improve- 
ments that ought to be made; more of the public lands ought to be 
opened for settlement. 

Mr. Lloyd. Ought not any river and harbor improvements that are 
needed be made through the river and harbor committee, on proper 
presentation to the House? 

Mr. W. O. Smith. The suggestion of the President was that those 
things be done from money provided by this fund. 

Mr. McKiNNEY. Do you not take care of your school maintenance 
and the building of new schools through your Territorial tax? 

Mr. W. O. Smith. We have done it; and a statement will be made 
in regard to money borrowed for the purpose. We have had to 
borrow to build schoolhouses because our revenue has not been suffi- 
cient. One-third of the revenue we have had before has gone to the 
Federal Treasury. 

Mr. McKiNNEY. Under the provisions of this bill; giving you 
three-fourths of the custona and the internal revenue, would you be 
able to take care of your schools and your buildings? 

Mr. W. O. Smith. We hope so. 

Mr. McKiNNEY. And would you also be able to take care of the 
public improvements that you need there!? 

Mr. W. O. Smith. Certain public improvements ought to come out 
of this fund. There are some we will .have to take care of ourselves. 

Mr. McKiNNEY. Can you give, in round numbers, without trying to 
be absolutely accurate, what this 75 per cent of the customs and 
internal revenue would amount to per annum? 

Mr. W. O. Smith. Yes; we have the figures for each year of the. 
last five years; it is between one million and eleven hundred thousand 
dollars for the last year. 

Mr. McKiNNEY. That is the total? 

Mr. W. O. Smith. From the customs, a little oveV a million dollars 
a year. 

Mr. McKiNNEY. Then how much from the internal revenue? 

Mr. W. O. Smith. The figures will be presented by one of the others 
here. The expenses will also be shown — the expenses the Federal Gov- 
ernment has incurred during the last five years — and it will be shown 
that the 26 per cent which is to be reserved by the Federal Govern- 
ment will be more than ample, two or three times more than necessar}^ 
for all the current expenses of the Federal Government there. 

Mr. McKiNNEY. Is 75 per cent of the customs and the internal rev- 
enue you ask for 75 per cent of the gross receipts? 

Mr. W. O. Smith. Yes, sir; yes; because the expense of collection 
and all that would come out of the other 25 per cent. 
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Mr. Powers. I would like to ask you a question, Mr. Smith. Is 
this bill an innovation ? Can you cite any instances — I do not refer 
to our insular possessions, but the case of a Territory, as you are a 
Territory and the people are citizens — can vou cite an instance where 
the revenue from any particular part of tfie United States has been 
split up this way anci allowed to the State or Territory to use it for its 
improvements J 

Mr. W. O. Smith. No; I don't know of any case. 

Mr. Powers. I think it is an innovation. 

Mr. W. O. Smith. Perhaps it is an innovation, but the circumstances 
under which we are placed are rajther unique, and there is no other 
Territory which came in as Hawaii did, as a goin^ concern with .an 
established government. When you acquired California under the 
treaty of Guadaloupe it was by conquest; when you purchased Louisi- 
ana or Alaska those conditions were all diflferent. Thegreat Territories 
out west were carved out of the public domain here on the mainland; 
but we were a going concern, an established government, when you 
took us in, and so well established, as 1 said a little while ago, that 
when 3^ou came to take us into the United States you hardly found it 
necessary to change our laws except in a few points. But we have 
continued to carry our government on without expense to the General 
Government. There has been no other Territory that has come in 
under such conditions or has had to exist under such conditions. 1 
want to emphasize another point. We do not ask to have this fund 
given to us for our disposition, to be appropriated or disposed of by 
us, but to be appropriated from time to time by Congress. Hereafter 
if this fund accumulates the whole of it can be withheld or can be 
appropriated for one purpose or another, as Congress shall see best 
to do. 

Mr. McKiNNEY. What is the school tax in Hawaii? 

Mr. W. O. Smith. The school tax is $2 per head for every taxable 
man. That is only one small part of it. Kegular appropriations by 
the general legislature from the general treasury are made for the 
maintenance of the schools. 

The Chairman. Have you called attention, Mr. Smith, in the course 
of your remarks to the President's recommendation in regard to this? 

Mr. W. O. Smith. Yes: I have alluded to it, but it will be quoted 
b}^ the gentlemen who follow me. 

The Chairman. I wanted to call the attention of the committee to 
the President's recommendation in this connection, and of course it is 
a fact to be taken into consideration in connection with the proposed 
legislation. He saj^s: 

Laws should be enacted setting aside, say for the period of twenty years, 75 per 
cent of the internal revenue and customs receipts of Hawaii as a special fund to be 
expended in the islands for educational and public buildings and for harbor improve- 
ments and military and naval defenses. It can not be too often repeated that our 
aim must be to develop the Territory of Hawaii on traditional American lines. 

I take it that this bill was introduced pursuant to that recommenda- 
tion. 

Mr. W. O. Smith. Entirely so. 

Mr. Lloyd. And the recommendation of the President was made 
pursuant to the recommendation of the governor of Hawaii? 

The Chairman. 1 suppose so, and the governor of Hawaii is here to 
make an argument in support of the proposition. 
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Mr. W. O. Smith. The governor in his annual report has called 
attention to and given very full details, and 1 understand that this year 
(perhaps not in his report), he called the attention of the President to 
the question again, and the President, following that, investigated the 
matter and then made the suggestions that you have read, Mr. Chair- 
man. 

Mr. Webb. Do you know the difference between the revenue you 
received before you became a part of the United States territory and 
the revenue you receive now? 

Mr. W. 0\ Smith. Yes; in round numbers. 

Mr. Webb. Will you give us that? 

Mr. W.O.Smith. In round numbers we used to get about $3, 000,000 
or $3,200,000; we now get between $2,000,000 and $2,400,000 each year. 

Mr. Webb. Nearly a million dollars difference. 

Mr. W. O. Smith. Six hundred thousand dollars or $800,000 -yes, 
even a million dollars difference; and, further than that, in some 
respects our expenses have been larger, unavoidably so. 

Mr. Moon. If we had not taken j^ou over you would have had all of 
this for your use? 

Mr. W, O. Smith. Yes. 

Mr. Moon. You want to get back 75 per cent of it, that is all you 
are after? 

Mr. W. O. Smith. Yes. As 1 said, we have been there as a going 
concern without expense to the Federal Government. 

Mr. Powers. How much sugar do you raise in Hawaii? 

Mr. W. O. Smith. About 400,000 tons. 

Mr. Powers. What is the duty on sugars 

A BYSTANDER. There is no duty on our sugar. 

Mr. Powders. But what is the duty? 

Mr. W. O. Smith. Two cents and~ a fraction; a little over 2 cents a 
pound on that kind of sugar. 

Mr. Moon. The sugar plantations now in Hawaii are nearly all 
owned by large corporations, are they not? 

Mr. W. O. Smith. Yes; and the stock of those corpomtions is held 
by msLuy persons, over 7,000 stockholders. Of course the controlling 
interest in certain plantations is held by a comparatively few. 

Mr. Moon. As a matter of fact the natives of those islands have very 
little to do with the soil there? 

Mr. W. O. Smith. The Hawaiians? 

Mr. Moon. Yes; they do not control much of the sugar lands, do 
they? 

Mr. W. O. Smith. Not much of the sugar lands, but they own 
other lands. 

Mr. Moon. Native corporations? 

Mr. W. O. Smith. No; there are no native corporations. The native 
Hawaiians themselves were not traders by instinct or practice, and are 
not business men who carry on large enterprises. 

Mr. Moon. I understood you to say that most of the lands are now 
controlled by the corporations that are using the sugar lands, raising 
the cane: is that so, or not? 

Mr. W. O. Smith. No; not most of the lands; the sugar is a great 
industry, and it occupies and requires in its cultivation from 80,000 
to 90,000 acres in cane. 

Mr. Moon. Who is making the sugar there? 
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Mr. W. O. Smith. These corporations, white people, but thej^ have 
stockholders in large numbers. 

Mr. Cole. Do these corporations own a majority of the sugar- 
producing area out there? 

Mr. \v. O. Smith. Yes; they do own the majority^, but there is a 
^reat deal of leased land that also belongs to the Government and to 
private individuals. 

A Bystander. And native Hawaiians. 

Mr. W. O. Smith. The native Hawaiians own a portion. 

The Chairman. You propose to segregate a fund there for certain 
purposes. How would that fund be used differently under this bill, 
if it should become a law, than the funds would be used under the 
present conditions ? That is to say, what different purposes would 
you apply the money to under this proposed legislation, if passed, than 
jou do now? 

Mr. W. O. Smith. Our own money? 

The Chairman. Any money. 

Mr. W. O. Smith. These customs revenues go the Federal Treasury; 
we don't have any of them. 

The Chairman. How does the Federal Government help you in 
Hawaii in relation to these projects which j'^ou desire? 

Mr. W. O. Smith. Only by express and special appropriation, and 
there have been onlv two or thi'ee of such appropriations; otherwise 
they have not helped us. 

Mr. Lloyd. The only advantage under this bill would be that appro 
priat'ions might be made from time to time for educational purposes; 
IS not that so ? 

Mr. W. O. Smith. What is that? 

Mr. Lloyd. 1 say the only advantage that would accrue if this bill 
should pass would be the fact that you would have appropriated and in 
the Treasury of the United States a fund for the purpose of building 
schoolhouses or an appropriation for educational purposes. 

Mr. W. O. Smith. No; we hope that it will go further than that; 
not only school buildings, but other public buildings and public works. 

Mr. Lloyd. The other public buildings to which you refer it is the 
dutv of the United States Government to erect now if they are needed? 

Mr. W. O. Smith. Yes. 

Mr. Lloyd. It is the duty of the United States Government now to 
take care of your harbors, as it does any other harbor belonging to the 
United States? 

Mr. W. O. Smith. Yes. The difficulty is that they have not done 
it very well, and wp think that by having this fund especially as a 
Hawaiian fund for these purposes we would be much more likely to 
get money for our public improvements. 

Mr. Lloyd. In other words, you want to put this in shape that you 
are bound to get your improvements, whether the rest of the United 
States gets theirs or not? 

Mr. W. O. Smith. We will trust to Congress for that. If we had 
the appropriating of it there would be force in the suggestion; but we 
will have no voice in the appropriating, only as we appeal to you. 

Mr. Webb. You think three-fourths of that ought to be spent in 
your own country? 

Mr. W. O. Smith. Yes; but it will be appropriated by Congress. 
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Mr. MgKinney. Can you give, approximately, the percentage of 
cost of collecting the customs revenues and the internal revenue? 

Mr. W. O. Smith. A little over 8 percent. 

Mr. McKiNNEY. Would that cover the cost of the collection of cus- 
toms and internal revenue in Hawaii? 

Mr. W. O. Smith. About 8 per cent; yes. 

Mr. Beall. I understand the United States Government has been 
getting their customs receipts and internal revenue for about five years 
in Hawaii on an average of about a million dollars a year. 

Mr. W. O. Smith. Something over that. 

Mr. Beall. During that five years how much has Congress appro- 
priated for the benefit of Hawaii ? 

Mr. W. O. Smith. We will present those figures and show what the 
actual facts are. 

The Chairman. What Federal provision is there reaching Hawaii 
in relation to school funds ? • 

Mr. W. O. Smith. None, so far. 

The Chairman. None at all? 

Mr. W. O. Smith. No. 

The Chairman. You have had no Federal aid in relation to that 
matter? 

Mr. W. O. Smith. None at all. We have had no aid in any respect, 
except those special appropriations for the harbor and for our fire- 
claims matter. 

Mr. Cole. What is the average tax on real estate there? 

Mr. W. O. Smith. The rate is 1 percent, hut on the full cash value, 
and the valuations are placed very high. 

Mr. Cole. Can j'^ou not raise that per cent and make those corpora- 
tions that own the sugar lands down there pay a bigger tax? 

Mr. W. O. Smith. They are paying a great man}'^ taxes now. 

Mr. Cole. One per cent is not very high. 

Mr. W. O. Smith. They pay a 2 per cent income tax also. 

Mr. Cole. One per cent is very low. 

Mr. W. O. Smith. It is low for the rate of taxation, but the valua- 
tions, as 1 have said, are very much higher than you are accustomed 
to here; that is, the valuations are ver}' high in relation to the actual 
value of the property. 

Mr. Cole. W^hat is your rate there? 

Mr. W. O. Smith. It is the highest market value of the property; 
it amounts to what would be equivalent to 3 per cent in many cases — 
from 2 to 3 per cent — upon a fair taxation value. 

Mr. liLOYD. You mean you actually assess the property at the mar- 
ket price. You know the law in nearly all the States is about the 
same thing. 

Mr. W. O. Smith. The expression in our law is ''full cash vakie," 
and in order to increase the revenues that has been stretched 

Mr. Lloyd. The only difference would be in the custom. You 
actually assess at the cash value, vou saj^? 

Mr. W. O. Smith. Theoretically, yes; but in reality a much hio^her 
valuation. 

Mr. Lloyd^ And in the States of the Union they do not; is that the 
idea you wish to convey? 

Mr. W. O. Smith. I mean to convey the idea, from my experience 
in the United States, having had some experience in California, that 
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they do not here assess the full cash value of property in the manner 
followed in Hawaii. 

Mr. Lloyd. Notwithstanding the law directs it? 

Mr. W. O. Smith. With us, when the question came of getting 
more revenue since annexation, as between increasing the rate of taxa- 
tion, which, of course, is very objectionable, and making a high value 
on property, they decided to increase the valuations on the property, 

Mr. Galt. In regard to this question of taxation, Mr. Chairman 
and gentlemen, I wish to say that a couple of j^ears ago I sat on the 
tax appeal board in Honolulu, and I wish to state from experience on 
that board we found it absolutely necessary to assess lands and prop- 
erty at values anywhere from 50 to 75 per cent higher than the prices 
would have been if we had sold that property, in our opinion. 

Mr. HiGGiNS. Why? 

Mr. Galt. In order to raise revenue to run our government. 

Mr. HiGGiNS. Suppose you had increased the rate of taxation; that 
would have given you an increased revenue'^ 

Mr. Galt. That was not done by the legislature; they did not do it. 

Mr. Webb. You had no power to do that? 

Mr. Galt. No; we had not. I can safely say that our tax appeal 
boards there for the last four or five years have* been absolutely obliged 
to stand bj'^ assessments of taxes which do not represent the true cash 
value of propert^^ I think it is safe to say that two years ago, when I 
sat on the appeal board, 30 to' 40 per cent of all the real estate in the 
islands could not have been sold for cash at all; but if we had been 
obliged to adhere literally to the law in regard to 1 per cent of the 
cash value we simply would not have had money enough to run our 
government. 

Mr. Lloyd. Then your trouble is not that high enough values are 
not put on your property, but because of the failure to levy a sufficient 
rate of taxation ? 

Mr. Galt. Yes; we arfe levying a tax now I think that is about the 
limit, a tax which shows an increase of 50 per cent since annexation, 
which has been necessary to make up the deficit from the customs and 
internal revenues that now go to the Federal Government. 

The Chairman. You have no large holdings of real estate, as com- 
pared with holdings in the United States proper? 

Mr. W. O. Smith. No. 

Mr. Powers. Are not there some valuable sugar plantations there? 

Mr. W. O. Smith. Yes; and some of the most valuable are property 
leased from private individuals, and some are owned by the govern- 
ment but held on long leases — fort}^ or fiftj^ year leases; but there are 
very few places where there are large areas suitable for 

Mr. Galt. I would like to state that the per capita tax for 1905 
actually collected amounted to $12.60 of the total population. 

The Chairman. Does that mean everybody? 

Mr. Galt. That means the total population of 154,000, according to 
the last United States census taken from the islands, including every 
nationality. 

Mr. Powers. Twelve dollars apiece? 

Mr. Galt. $12.60 apiece on the actual collection, taxes for the year 
1905. 

Mr. Powers. You mean Territorial tax, or for all? 
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Mr. (talt. The Territorial taxes. In addition to that there was a 
tax per capita of over $7 on what we contributed to the United States 
Government from our customs and internal revenue. 

The Chairman. There is a good deal of real estate in Hawaii, but a 
good deal of the land there is not capable of standing a large tax, as I 
understand it'^ 

Mr. W. O. Smith. Yes; large areas of that kind. 

The Chairman. As I understand it your lands down by the sea are 
adapted to certain kinds of products, and then a little farther up are 
the sugar lands, and then farther up are the grazing lands, and your 
surveys are very different from our system of surveys here, which is 
the rectangular system, you having one peculiarly adapted to the land 
on your island. 

Mr. W. O. Smith. Yes, sir. 



STATEMENT OF ME. GEOEGE W. SMITH, CHAIEMAN OF 
BOAED OF S^JPEEVISOES OF THE ISLAND OF OAHUA. 



THE 



Mr. G. W. Smith. Mr. Chairman and gentlemen, 1 was born at 
Detroit and have resided for twent3^-iive years in the Hawaiian 
Islands; I am in the.wholesale and retail drug business. 

The argument I have prepared is in favor of the House bill as intro- 
duced by the Delegate from Hawaii, and I intended to quote at tirst 
that portion of the message which you yourself, Mr. Chairman, have 
just read, in which the President says that Hawaii is too heavily taxed 
and that laws should be enacted setting aside, for the period of twenty 
years, 75 per cent of the internal revenue and customs receipts from 
Hawaii as a special fund to be expended in the islands for educational 
and public buildings and for harbor improvements and naval defense. 

In order to arrive at a satisfactory presentation of the statement 
that Hawaii is too heavily taxed, we shall have to compare the per 
capita tax of Hawaii with that of Territories more favorably situated 
and of contiguous area on the mainland. The Territories selected for 
comparison are Arizona, Oklahoma, and New Mexicp, the comparison 
being on a citizen population. The comparison is as follows: 



Territory. 



Arizona 

Oklahoma . . 
New Mexico 
Hawaii 



Re- 
ceipts. 



$6.00 
2.1H2 
4.25 

36.04 



Expend- 
itures. 



S4.70 
1.97 
4.67 

42.46 



Debt. 



eiO. 87 
1.06 
4.68 
32.61 



Or to compare on a total population basis we find for the year 1904: 


Territory. 


Re- 
ceipts. 


Expend- 
itures. 


Debt. 


Arizona 


«4.52 
2.69 
3.92 

16.68 


$3.67 
1.83 
4.20 

18.47 


$8.23 


Oklahoma 


.92 


New Mexico 


4.43 


Hawaii 


14.19 







It may be noted here that in the j^ear 1904 the debt per citizen per 
capita of the United States was $16.39, and the debt per total capita 
of the United States was $14.52. 
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On June 80, 1905, the total debt of the Territory of Hawaii amounted 
to the sum of $3,137,000, or a total population per capita debt of $21.37 
and a total citizen per capita debt of $40.70. 

On this indebtedness $2,000,000 consists of loans secured in 1903-4, 
and from this loan there has been expended $255,387.12 for school and 
teachers' houses, with an amount of $57,750.95 held in reserve on 
contracts extending beyond July, 1905, making a total for educational 
purposes of $313,138.07. It is further proposed -to expend for schools 
and teachers' houses an additional amount of, approximately, $790,000. 

Mr. Lloyd. What do you mean by teachers' houses. 

Mr. G. W. Smith. In the country we have to provide a cottage for 
the teacher to live in. We have no villages or towns throughout the 
islands, and the schoolhouses are situated in different parts of the islands, 
adjacent to plantations, and the scholars come for miles around, and 
there are no boarding places for them — no places where they can find 
a residence — and so we have to provide for the teachers. 

Mr. Lloyd. Can not they find a place with som^ of the plantation 
people? 

Mr. G. W. Smith. In some cases thej can, but those instances are 
rare. Usually there will be a man and his wife together, and we have 
to provide a house for them. 

In assuming a burden of this nature it has been the aim of the execu- 
tive and the oflScials of the Territory to edu^^ate and prepare for citi- 
zenship the large and growing number of children, particularh^ those 
of other than Caucasian parentage. In this respect Hawaii is bearing 
a burden imposed on no other Territory. 

The funds now used for the purposes named are by no means suflS- 
cient to meet the need, and more, larger, and better equipped school- 
houses are required. 

The present school population enrolled in the public and private 
schools of the Territory is 20,406, being a percentage of 91,6 of the 
total population within the school ^ge. 

The rapid increase of the school population, amounting to over 
8,000 in the past ten years, with the prospective immigration to 
Hawaii in the near future of a people eligible to citizenship from the 
Portuguese possessions, all of whom have large families, render it 
imperative that ample and proper provision be made for the care and 
education of the children of the diverse races inhabiting the TeriMtory^ 
and, were this the only point to be considered, Hawaii feels that it is 
one of such momentous importance to the future of the Territory that 
it is an ample justification for asking for the relief provided by the 
bill now before you. 

Mr. Lloyd. What language do you teach in the school? 

Mr. G. W. Smith. English. 

Mr. Lloyd. Do you teach any other language in the public schools? 

Mr. G. W. Smith. No; not in the public schools, except in the high 
schools; there they can have instruction in some of the modern lan- 
guages if the}' desire. 

Mr. Webb. That is the same as the pupils in the high schools in 
this country are instructed in modern languages? 

Mr. G. W. Smitfi. Yes, sir. English has been the only language 
taught in the islands for the last twenty-five years — that is, I have 
resided there twenty-five years — and it has been the only language 
taught during the time I have been there, and I think it has been the 
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only language taught for considerably longer than that. They are- 
educating those children to be American citizens. 

Next in order, though secondary in its importance, come.« the sub- 
ject of public works. Under this heading there has been expended 
from loan funds during the years 1903-1 i^05, for roads and bridges, 
public buildings, waterworks, sewerage, harbors, and wharves, the 
sum of $1,111,709.16. This work has been wholly for Territorial uses 
and the harbor improvements and the wharves are independent of work 
done by or for the Federal Government. This money has been 
expended for the Territory for the improvement of the harbors and 
landings. You understand, probably, that we have onlv two harbors- 
on the islands, the harbor of Honolulu and the open roadstead at Hilo. 
There is still reserved for contracts <»arried over July 1, 1906, the sum 
of $540,832.77. 

The need of public buildings in Hawaii is sorely felt, as is apparent 
to all who have visited the Territory. The custom-house occupies a 
building erected in 1859, to which from time to time there has been 
added buildings for storage purposes, and yet at the present time the 
room is inadequate. The post-office is in a building erected in the 
early seventies, ample at the period for the purpose, but wholly inad- 
eqi^ate for the handling of mails at the present time and necessitating" 
the renting of additional quarters. The United States district court 
occupies rented chambers in what was formerly the capitol building.. 
The collector of internal revenue has very limited room and facilities^ 
in the basement of the present capitol (palace) building, while other 
Federal officials are distributed throughout the cit}^ in rented quarters. 

The need of increased harbor facilities is one that has had the atten- 
tion of the departments for some time past, and while much work is 
being done now, much more remains to be done to meet the require- 
ments of the rapidly growing commerce of the Pacific. 

At the present time the larger vessels of the Pacific Mail Steamship 
Company are compelled, when heavily laden, to remain outside of the 
harbor while discharging freight and passengers. Work is now being 
done which will overcome this to some extent. 

Defenses: This is a matter of prime importance more particularly 
to the Pacific coast. The War Department has developed plans for 
the protection and defense, more particularly of the island of Oahu. 
and the city of Honolulu. Ample funds are needed for the erection 
of works and the emplacement of guns. 

The question may here be asked. Why has Hawaii so burdened her- 
self and assumed such obligation? The answer is, first, the duty 
placed on those who are to guide the destiny of the Territory since 
annexation to the Union, and second, the inability through taxation to 
the limit of values to meet the demands of the opportunity and* 
occasion. 

The total area of Hawaii is 4,125,135 acres. Of this 1,078,692 acres 
are cultivated or cultivable or, more specifically, 1.690 square miles. 

The assessable value of the real and personal propert}^ as of January 
1, 1905, was $133,924,100, divided as follows: Real estate, $67,509,036;- 
personal property, $66,415,064. On this a rate of 1 jjer cent is assessed 
on the full cash value. That question came up a moment ago. The- 
law says in many of the States, as I understand it, ''The full cash 
value;" but as a matter of fact, property is not assessed at more thaui 
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from 4:0 to 60 per cent of its real value in most of the States of the 
Union. With us the cash value means 100 cents on the dollar. 

The Chairman. What is the average assessed valuation per acre? 

Mr. (t. W. Smith. Mr. Gait can tell you that better than I can. 

Mr. W. O. Smith. The cane land, from $100 to $150; rice land, 
which is wet land, from $300 to $400; good pasture land would be 
valued at about $10 an acre: poor land is valued down as low as 25 
cents, and some of it isn't w'orth anything. 

Mr. Galt. Residence land in Honolulu will run from a thousand 
dollars to $7,000, $8,000, $10,000 an acre; and business property in 
the heart of Honolulu is assessed as high as $400,000 an acre. 

Mr. G. W. Smith. We have a limited amount of land in the islands 
to live on. In addition to this tax on property there is an income tax 
of 2 per cent on all incomes in excess of $1,000. 

Mr. W. O. Smith. Will you allow me to interrupt you there a 
moment? The public lands, of course, pay no taxes, and they consti 
tute a considerable area of the land of the islands. 

Mr. HiGGiNS. What are they devoted to? 

Mr. W. O. Smith. Some of them are leased out, some are not used 
at all. 

Mr. HiGGiNS. Leased for agricultural purposes? 

Mr. W. O. Smith. Yes; and there are large areas that are not yet 
opened that could be made productive, and will be, eventually, when 
they are opened and get the light kind of settlers to develop them. 

Mr. Cole. What is the total amount of revenue derived from your 
income tax^ 

Mr. G. W. Smith. Can you furnish that, Mr. Case? We will 
answer that later, 

Mr. Powers. I suppose you exempt incomes under a thousand 
dollars. 

Mr. G. W. Smith. Only $1,000. 

Mr. Powers. Then, I suppose there are other exemptions? 

Mr. G. W. Smith. No; no other exemptions at all; the gross income, 
less $1,000. 

Mr. Webb. In other words, vou tax all the income above a man's 
$1,000 at 2 per cent? 

Mr. G. n. Smith. Yes. 

Mr. Powers. What is the difference between gross and net income? 

Mr. G. W. Smith. After paying his actual necessary expenses, the 
rest is his gross income. 

Mr. Powers. In getting at the income the expense of his business 
is taken out from his total receipts? 

Mr. G. W. Smith. Yes. 

Mr. Powers. So there is really no difference between net income 
and gross income? 

Mr. G. W. Smith. Perhaps not. 

Mr. ^V. O. Smith. In this connection it should be stated that the 
corporation pays the income tax on the whole of the profit of the cor- 
poration; so the individual stockholder is not assessed with the pro- 
portion that he gets of that dividend. 

Mr. G. W. Smith. The total income tax for the year ending June 30, 
1905, was $157,057.1^6. 

Mr. Powers. That would mean some $7,000,000 net income. 
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Mr. G. W. Smith.. Seven million eight hundred thousand dollars in 
round numbers. 

The local taxation per cmpita amounts to $15.20, and the federal tax- 
ation per capita equals $7.20. Mr. Gait stated that the actual per 
capita tax collected in 1905 was $12.60. The per capita tax assessed 
amounted to $15.20, but it was not all collected. So tnere is a total of 
$23.40 par capita assessed on the citizens of Hawaii. The total receipts 
of the Territory for the period ending June 30, 1905 were $2,354,813. 
The total expenses for the same period were $2,2(57,963, an excess of 
expenditures. Under the various forms of government prior to 
annexation Hawaii enjoyed the custom-bouse receipts from the tariff 
then existing. 

Mr. Powers. How much did you say the Federal tax per capita was ? 

Mr. G. W. Smith. $7.20. 

Mr. Powers. It is quite as much as that in the States of the Union? 

Mr. G. W. Smith. Yes; and prior to the annexation we enjoyed the 
receipts from the tariff then existing, and with these receipts in addi- 
dition to the receipts from taxation the work of government was car- 
ried on. 

With annexation the first of these sources of revenue ceased and the 
Territory had only the taxation receipts to cblvtv on the government 
and provide the many improvements required by her advanced status 
and duty to civilization. 

In asking that this percentage of the revenue be set apart Hawaii 
is not seeking to be relieved from paying the United States tariff 
as imposed on the balance of the citizens of our country; on the con- 
trary, the utmost willingness exists to meet the duties implied and 
assumed by citizenship. Since annexation the Government of the 
United States has received from the customs and internal revenue in 
Hawaii the sum of $6,059,171. 

Mr. Lloyd. Is that -to the 1st of July? 

Mr. G. W. Smith. That brings it down to the 1st of July. 

Mr. McKiNNEY. On what, principally, do you pay that internal 
revenue 'i 

Mr. G. W. Smith. Principally on liquor licenses. That is not all 
internal revenue; that is customs and internal revenue. 

Mr. McKiNNEY. 1 am talking about internal revenue. 

Mr. Beall. You pay the same internal-revenue tax as we do here? 

Mr. G. W. Smith. Yes. That is, $264,000 

Mr. Powers. Do you have a brewery down there? 

Mr. G. W. Smith. Yes, one; we have just commenced the manu- 
facture of wine on the island of Maui. 
^ Mr. HiGGiNS. Do you export it? 

Mr. G. W. Smith. No; it will not amount to a thousand gallons this 
year. On the other hand, the Federal Government has been liberal in 
a large measure with the Territory in the assumption of a portion of 
the debt of the Republic of Hawaii, $4,000,000, in the payment of 
what are known as the fire claims, $1,000,000; for the harbor of 
Honolulu, $200,000; army posts, 1400,000; leprosarium on the island 
of Nolokai, $150,000; and for immigration stations, quarantine sta- 
tions, and the maintenance of army and naval stations. 

The foregoing expenditures of the Federal Government, amounting 
to $5,850,000, are less than the revenue received by $209,171.51, but 
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from the total should be deducted the $400,000 of the debt assumed, 
which was a contractural payment specilically named in treaty of 
annexation. 

Furthermore, only one of these payments, that of the fire claims, 
was of direct benefit to the Territory, the other expenditures being 
incidentally to the benefit of the Territory and directly for the benefit 
and protection of the Pacific coast and mainland in general. 

Hawaii stands in the unique position of being the only Territory of 
the Union that is not, and has not been, an expense and a burden to 
the Fedeml Government. 

Mr. Powers. Do you not think when you take the expenses of col- 
lecting revenue from that small balance you have and everything inci- 
dental to it, that there is no balance in favor of Hawaii? 

Mr. G. W. Smith. No; there is a balance in favor of the General 
Government. 

Mr. Powers. I mean a balance in favor of the General Government. 

Mr. G. W. Smith. No, sir; I think there will still be a balance in 
favor of the General Government. 

Mr. Powers. Will not the expenses more than consume that 
$200,000. 

Mr. G, W. Smith. No, sir. The balance to be retained as provided 
in the bill is more than ample for all the expenses of the Federal Gov- 
ernment in Hawaii, the actual cost of which for a period of five years 
hasamounted to $1,189,137.30, an average per annum of $237,827.46, 
as shown by a letter from the honorable Secretary of the Treasury to 
the Delegate from Hawaii. 

Mr. Lloyd. Do you not think the same argument would apply and 
the same kind of statements would appear with reference to every State 
in the American Union if you undertook to show what it has actually 
received in returns from the Government and what it has paid to the 
Government? 

Mr. G. W. Smith. Yes; probably that would be so, but the condi- 
tions in the States are entirely different from the conditions with us. 

Mr. Powers. Let me ask you another question, because I want to 
get at this. How much of these duties — this million and more a year — 
how much are paid by residents in Hawaii in the consumption of arti- 
cles that are brought in there? 

Mr. G. W. Smith. It is all paid by residents of Hawaii, sir. 

Mr. Powers. 1 supposed that man}'^ of the vessels engaged in trade 
that call there might purchase supplies there and pay duty ? 

Mr. G. W. Smith. No, sir. lake the American steamships, all 
the steamships that come there, and you will find that their . supplies 
are bought in New York or elsewhere. Even in San Francisco people 
complain that the steamship companies do not buy anything in San 
Francisco, but rather, make their purchases in New York. Before 
we had so many steamers we had a large fleet of sailing ships t}iat 
came to Hawaii, and they were the source of revenue to the merchants 
of Honolulu, they purchased their supplies there; but those have been 
gone now for five or six years. 

Mr. W. O. Smith. Take those Pacific mail boats; they put all their 
provisions in cold storage, and they never buy any supplies at Hono- 
lulu. It is a common complaint on their steamers from Honolulu to 
San Francisco that the passengers are served articles that have been 
in cold storage for two or three months. 
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Mr. Cole. Do you not think Hawaii has been benefited by the free 
market for sugar in this country? 

Mr. G. W. Smith. Undoubtedly. 

Mr. Powers. Have you ever figured out how much the duty would 
be on 400,000 tons of sugar? 

Mr. G. W. Smith. No, sir. 

Mr. Powers. It would be something like $16,000,000 a year. 

Mr. W. O. Smith. Something like that. 

Mr. G. W. Smith. Yes; but the United States saw proper to enter into 
a reciprocity treaty with the then reigning sovereign several years 
ago, and the benefits have been mutual, not only as a matter of senti- 
ment has the treaty been desirable, but as a matter of dollars and cents 
and as a defense to the United States. It has prevented any other 

Eower coming into Hawaii, any power which might be hostile to the 
Fnited States, which might hold the islands as a point of strategic value. 

Mr. Powers. I suppose* there is another reason why you have lost 
by coming over to the United States, and that is that you have been 
prevented from any longer employing coolie labor, and that thereby 
it has cost you more to produce your sugar? 

Mr. G. W. Smith. It probably costs us more, but that has not 
entered into our consideration at all. When we asked for annexation 
we were perfectly willing to accept all the obligations and laws that 
would apply to the States and Territories of the United States on the 
mainland. 

Mr. McKiNNEY. What would be the principal items that would 
make up your customs ? 

Mr. G. W. Smith. I have not the table of the collector of the port 
handy, but I would say large importations from the Orient, large impor- 
tations from the South Sea, some importations from England and 
Germany, a number of things coming into Hawaii from the American 
market from New York. Take my own line, wholesale and retail 
drugs. I buy in New York, and Philadelphia, and at other places, 
and I buy things that have been imported at New York, and I buy 
them from the jobber and bring them to Hawaii. 

Mr. McKiNNEY. That would be a customs duty that your New York 
correspondent would have to pay. 

Mr. G. W. Smith. He would have paid that. 

Mr. Powers. You do not buy them in bond? 

Mr. G. W. Smith. Not unless I buy them in large quantities. There 
are certain things we have to buy in Germany, chemical glassware and 
philosophical instruments, which are not made in the United States. 

Mr, AlcKiNNEY. Then in returning to your people three-fourths of 
that customs duty it would give you that much advantage of your New 
York correspondent over anything he handles himself? 

Mr. G. W . Smith. Not at all; because we pay the duty. 

Mr. McKiNNEY. He does not get it back. 

Mr. G. W. Smith. He gets it back indirectly. 

Mr. McKiNNEY. Take it in my own State of Illinois. We have one 
revenue district, the Peoria district, in which ever}^ year millions of 
dollars of internal revenue are paid into the United States Treasury. 
If we were allowed three-fourths of that revenue there it would run 
the State of Illinois without any other source of income. 
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STATEMENT OF ME. QEOEGE S. McCLELLAN. 

Mr. McClellan, In regard to the question of the proportion of 
payment8 to the Federal Treasurj^ made by the citizens of Hawaii, in 
comparison with the United States as a whole, which is a fair compari- 
son, there are two things about that, gentlemen : First of all, of the 
$1,200,000 a year, which is shipped out in gold coin from Honolulu to 
the subtreasury at San Francisco, practically every dollar of that is for 
goods consumed within the Territory of Hawaii. It is not for reex- 
portation, and it is not even in considerable part for sale to passing 
ships. That puts it entirely in a different position from the district of 
Peoria, which Mr. McKinney has referred to. The district of Peoria 
does not make that payment out of its own funds. They pay that not 
as a sum which comes out of them, but as a matter of profit to them 
on a product which the}' sell all over the Uijited States. 

Now, the second point is this, gentlemen: That in addition to this 
$1,200,000 of Federal revenues which we pay in gold coin, we also 
pay our pro rata of general indirect contribution to the Federal Treas- 
ury on the $11,000,000 or $12,000,000 of goods which we buy from 
the United States. Take a district, for example, such as is repre- 
sented by Mr. Reynolds. I think there is no customs collection dis- 
trict in your Congressional district, is there? 

Mr. Reynolds. No, sir. 

Mr. McClellan. Nobody maintains that because Mr. Reynolds's 
constituents have not a collection port in their district that they are 
not making contributions to the Federal funds. They are making 
their contributions indirectly. And so in many other districts that 
have no collection ports. 

Now, gentlemen, you must not lose sight of the point that w^e are " 
making our contributions on the $11,000,000 or $12,000,000 worth of 
goods that we buy from the United States, on which duties have 
already been paid on the merchandise that was imported or on revenue 
goods, and we are doing the same as the district of Mr. Reynolds, or 
the district of Mr. Cole, or the district of any other gentleman who 
represents an inland district without a collection port; we are making 
that same contribution as is made by the citizens of the United States. 
So, after all, this $1,200,000 represents but a small part of our 
purchases; our main purchases are from the United States. We make 
the same indirect contribution to the Federal Treasury, and this quota 
which we pay is in addition to that and is equal to the indirect aver- 
age of the United States. I think, gentlemen, that that point is very 
germane to this subject and that that fact ought to be borne clearly in 
mind by the committee. • 

Mr. McKlSfNEY. I was not raising the point that it would be fair to 
get back three-quarters of the revenue of Peoria, because I know that 
the price paid would be added in the course of trade, and I was imagin- 
ing that that might be the case in Hawaii. For instance, in the mat- 
ter of drugs mentioned by Mr. Smith; in other words, that the amount 
paid in this internal revenue will come back in the natural trade 
channels. 

Mr. McClellan. 1 beg your pardon? 

Mr. McKinney. Will not some of this come back, some of that that 
is paid in customs, does not some of it come back to your people? 
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Mr. McClellan. To a small extent. This must be kept in mind, 
gentlemen, that we are not within the bounds of interstate commerce, 
the same as any State and Territory within the body of the main land; 
and that is one of the essential and logical reasons why a detached 
Territory is, from a fiscal point of view, more nearly an insular pK)S- 
session tlban a Territory. The currents of commerce are not flowing 
through our borders, as they are in the other States and Territories of 
the Union, and consequently we do not get those reciprocal benefits of 
trade; our goods come there and they are distributed in the Territory; 
we do not take them then and send them to Samoa and other points, 
but we consume the goods there, and there is none of this interplay of 
interstate commerce flowing through our Territory as there is in the 
case of every other State and Territory in the Union. 

Mr. HiGGiNS. Is not Hawaii used as a distributing point at all? 

Mr. McClellan. Practically not at all; no. sir. There might be 
some very minor exception to that statement, but it is practically not 
a distributing point at all. 

Mr. W. O. Smith. There is no breaking of cargoes at Honolulu or 
anything of that kind; the passing ships never break their cargoes 
there. 

(Thereupon, at 12.30, the committee adjourned.) 
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STATEMENT OF ME. D. H. CASE, OF WAILTIKTI, HAWAII. 

Mr. W. O. Smith. Mr. Case is from the island of Maui, which is 
not the island on which Honolulu is situated, but is the one next to 
the south and east of it. He is the district attorney. 

Mr. Lloyd. 1 would like to ask the witness of yesterda}^ some q^ues- 
tions before Mr. Case begins. I want to inquire about the fiscal 
affairs of your Territory, and I rather understood from your state- 
ment yesterday, Mr. Smith, that you had a gentleman who would give 
the fiscal conditions of Hawaii. Your statement was more as to the 
general conditions in the Territory. 

Mr. Smith. Yes, sir. Mr. Mctnerny, of our party, has segregated 
the different items concerning the finances of otir Territory, and he has 
them in very good shape to submit to the committee. Under the cir- 
cumstances, it is rather impossible to avoid going over the same 
ground a little each day, but we have tried to avoid this by presenting 
the subject from different points of view. Mr. Case will now pro- 
ceed. 

Mr. Case. I reside at Wailuku, in the island and county of Maui, 
and am an attorney by profession. 

Mr. Lloyd. Do you represent any special interests here? How did 
you happen to come here? 

Mr. Case. At a mass meeting of the citizens of my county a com- 
mittee of seven citizens were chosen with full power to select a dele- 
gate to accompany these gentlemen, and I was chosen by this local 
committee as one of the seven representatives from Hawaii. That is 
how I have come to be here with my colleagues on this mission. 
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Mr. Webb. You are district attorne}' ? 

Mr. Case. Yes, sir; county attorney of Maui county. 

Mr. Chairman and gentlemen of the committee, as has already been 
stated by those who have preceded me, the internal revenue and cus- 
toms receipts collected in Hawaii since July 1, 1900, has amounted in 
round numbers to $6,059,000. The amount collected for the fiscal year 
ending June 30, 1905, was $1,043,340. It is three-fourths of this sum, 
or three-fourths of whatever sum aiay be derived from these sources 
from year to year, that Hawaii is asking Congress to set aside and 
devote to Territorial and Federal improvements throughout Hawaii. 
Before Hawaii became an integral part of the United States all of this 
revenue was a part of Hawaii's receipts, from and out of which a very 
considerable portion of her yearly disbursements were made. Since 
July 1, 1900, this fund, large as it is to Hawaii, and necessary as we 
believe it is to her success as a Territory, has gone into the Federal 
Treasury. 

When we stop to consider that Hawaii comprises an area of but 
approximately 6,400 square miles, the larger portion of which is land 
that can not be put to any good use, and further bear in mind that her 
total population is less than 155,000, it is not difficult to understand 
why it is that Hawaii is appealing to Congress for the expenditure of 
of this revenue in Hawaii. 

There are but ten customs districts within the United States wherein 
there are collected custom duties amounting to over $1,000,000, and 
Hawaii is one of those ten. Classed among these districts may be 
mentioned New York, Philadelphia, New Orleans, Chicago, San Fran- 
cisco, and four other cities quite as important if not as large. Again, 
each of these customs districts lies within a State whose population is 
numbered by the millions, where Hawaii counts hers by the thousands, 
and whose resources are estimated in dollars, where Hawaii estimates 
hers in cents. 

In a consideration of the purposes for which this fund, if set aside 
by Congress, should be devoted, I would call your attention more 
particularly to matters pertaining to education. 

Hawaii has a cosmopolitan population, in round numbers divided by 
nationalities, as follows: 

Hawaiian 30,000 

Part Hawaiian . ^ . 8, 000 

Caucasian 26, 000 

Chinese 20,000 

Japanese 61, 000 

Korean 6, 000 

Scattering 4, 000 

The total enrollment in our schools for the year ending June 30, 
1906, was about 20,000, divided by nationalities, as follows: 

Hawaiian 4, 972 

Part Hawaiian 3, 284 

Caucasian 5, 906 

Chinese 1,985 

Japanese 3, 609 

Scattering 650 

Total 20,406 

showing an increase over the previous year of over 1,100 pupils. 

Another interesting fact for us to bear in mind in a consideration 
of this subject is that of the native-born population. 
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We have something over 4,000 native-born Chinese, and nearly 5,000 
native-born Japanese. 

Over 5,500 of these Asiatics have been born in Hawaii since annex- 
ation, so that, at the present time, there are in the neighborhood of 
5,500 or 6,000 Asiatic children who, in due time, are capable of becom- 
ing American voters, and who will take their places, not onl\ in the 
commercial but in the political life of Hawaii. 

There is and can be no dij9ference of opinion as to the polic}^ of this 
country which declares that Hawaii must be developed along tradi- 
tional American lines. 

In the accomplishment of this first and imperative duty Hawaii has 
encountered, and for many years to come will continue to encounter, 
diflSculties never at any timeexperienced by her sister Territories. In 
other Territories the material for future citizenship has been and is 
almost, if not quite wholly, occidental, while in Hawaii, on the other 
hand, a very^ large percentage of our children are of oriental parentage. 
Their conceptions of right and wrong, their ideas of government, their 
habits, customs, and usages are at variance with our own. To instill 
into the minds of these Orientals a broad knowledge of the principles 
that underlie our Government is the task before us. A love for our 
flag and loyalty to our institutions can only be expected from those 
who have enjoyed to the fullest extent the privileges of our free edu- 
cational system. Justice demands that these benefits be conferred on 
all alike. Not onl}'^ does justice call for such a course, but policy alone 
dictates its adoption. 

Under existing conditions is Hawaii able to accomplish this great 
work alone? That she has made and is making every effort to do 
her part there can be no question. Aside from general appropriations 
made at each session of the Territorial legislatuie and devoted to edu- 
cational work, out of the loan authorized by the legislature of 1903 
there was expended upon educational buildings alone throughout the 
several islands the total sum of $315,138, and still other large sums 
for like purposes are being and are to be expended out of the loan 
fund authorized by the legislature of 1905. 

While we are blessed with a number of what we consider beautiful 
and substantial school structures, still, to all familiar with conditions 
throughout the islands generally, it is a well-know fact that our school 
buildings and school equipment is at the present time grossly inade- 
quate to the growing needs of the Territory. I might here cite an 
instance where the second largest schooling population in my county, 
in which there are hundreds of children of all nationalities, is such 
that the building is considered quite unsafe for habitation. The gov- 
ernment has not the funds, however, to either erect a new building or 
reconstruct the old one, and has felt that it could not go any further 
than it has gone in the matter of erecting new schoolhouses. Our 
superintendent of education in a report recently made places the esti- 
mated cost of these much-needed improvements at $788,500. 

In petitioning Congress to set aside To per cent of our internal- 
revenue and customs receipts with a view to using a portion thereof 
from year to year in furtherance of our school needs we do not feel 
that we are asking anything more than even-handed justice calls for. 

Public buildings: As has been said, new quarters for the custom- 
house, the post-office, the United States district court, and the internal- 
revenue department are very much needed. 
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The present quarters now occupied by these various departments 
are either buildings turned over to the Federal Government by the 
Territory at the time of annexation and now given over entirely to 
Federal purposes or are limited space in buildings still Territorial 
property, space that is very much needed b}'^ the Territory for Terri- 
torial purposes. 

We believe that no better use could be made of a substantial portion 
of this revenue than by devoting a portion thereof to the erection of com- 
modious Federal buildings, wherein our Federal oflScials stationed 
"throughout the Territory might be housed, the erection of which 
would be a source of pride not only to the citizens of Hawaii but to 
every patriotic American. 

Harbor improvements: The United States proposes to maintain com- 
mercial supremacy in the Pacific. In the point of tonnage and reve- 
nues collected Hawaii, as has been heretofore stated, stands tenth on 
the list. 

The harbor of Honolulu should be such that vessels of any draft and 
length crossing the Pacific could dock and find ample facilities for han- 
dling both freight and passengers. At the present time this can not 
be done, even by certain of the vessels calling at our ports. None of 
the Territorial wharves to-day are suitable to accommodate the larger 
vessels entering the port of Honolulu. New and longer ships should 
be constructed, larger wharves, and more spacious sheds provided. 

Out of the loan fund authorized by the legislature of 1903 there 
was appropriated and has been expended on harbors and wharves 
approximately $371,000, and the exp^.nditure of still further amounts 
for like purposes was provided for by the legislature of 1906. 

The Territory has for many years realized a considerable revenue 
from wharfage charges, this during the fiscal year ending June 30, 
1905, amountmg to approximately $30,000. However, even this source 
of revenue has steadily declined from year to year, owing in a large 
measure to the fact that the Territory has not had sufficient funds 
wherewith to place its properties in such condition as would enable 
vessels to economically nandle their freight. 

Our commerce is constantly growing, and provision should be made 
to meet the new demands that are being and will continue to be made 
upon us. 

We believe we are keeping strictly within the range of modesty 
when we petition that 75 per cent of our internal revenues be set aside 
and a portion thereof be devoted to the improvement and extension 
of our harbors and wharves, which are almost wholly in the nature of 
Federal improvements. 

Military and naval defense: Personally, I do not feel as though any 
of this special fund, if created, should be devoted to military and 
naval defenses throughout the islands. Prior to annexation Hawaii 
was an independent nation. She had no navy and no army worthy of 
the name. Her very weakness was her strength among the powers 
of the world. She required no defenses of any kind. 

After annexation a proper defense of the islands became of vital 
importance to the United States. At no point is there more 'urgent 
need of heavy expenditures in the way of military and naval defenses 
than in little Hawaii. However, should this revenue be set aside it 
must rest with Congress to determine whether or not any of it shall 
be devoted to this purpose. 
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It should be borne in mind that the expenses of maintaining our 
island government have steadily increased in every department since 
annexation. 

In the courts of the Territory the criminal and civil business has 
practically doubled. Where prior to annexation there were three or 
four terms of court each j^ear in what is called the first circuit (this 
being the island of Oahu, on which Honolulu is situated and in which 
there is more business than on any of the other islands), each of these 
terms lasting not to exceed five or six weeks, there are now continuous 
terms in this circuit lasting the year through. Not only this, where 
two judges were before able to handle the business three are now 
required, with the necessary increase of force in the attorney-general's 
department, the police and judiciary departments. In the other cir- 
cuits of the islands there was formerly but two terms a year in each 
circuit, each term lasting from two to four weeks. We now require 
three terms in each circuit, the terms lasting from four to six weeks 
and in some instances even longer. It is true that our circuit judges 
are paid out of Federal funds, but all other expenses connected with 
our courts are borne by the Territory. Again, prior to annexation a 
very large percentage of our criminal offenses were classed as misde- 
meanors, and persons charged with the commission thereof were tried 
and either acquitted or convicted without the intervention of a jury 
other than on appeal and at much less expense, and, as man}^ still 
believe, with as exact justice as under the present system. Since 
annexation the great majorit}^ of these cases require a hearing before 
a grand jurj^, the finding of a true bill, and thereafter a trial before a 
petit jury, which practically doubles the work of the courts. 

Hawaii fully realizes that it is her duty, an it is her pleasure as well, 
to contribute a just proportion of her annual revenues toward the com- 
mon defense and general welfare of the Federal Government. On the 
other hand, she feels that, under the present order of things, she is 
bearing a share of such expense out of all proportion to her area, her 
population, and her wealth. 

Hawaii stands in a decidedly different status from contiguous terri- 
tory. Situated twenty -one hundred miles from the nearest coast line 
of California, her geographical, political, and commercial conditions 
call for a course of treatment quite different from what would ordi- 
narily be applied to territory not isolated by thousands of miles of 
water. 

Our bonded debt at the present time is $3,137,000, and, as has been 
stated, we are paying a per capita tax of about $22. The withdrawal 
of these internal revenues and customs receipts has resultedin our pav- 
ing, per capita, to the Federal Government between seven, and eignt 
dollars. 

Some of our friends have labored under the impression that Hawaii 
was seeking a " rebate " or '^ refund " of customs duties. This is a mis- 
take. We do not ask that Congress enact any legislation turning 
these internal revenues over to the Territory of Hawaii for Hawaii to 
spend for such purposes, at such times, in such amounts, and in such 
manner as she may choose. Neither do we ask that Congress so legis- 
late that this revenue, as a trust fund, be placed in the hands of some 
other department of the Government, and thus, for a period of twenty 
years, placed beyond the control of Congress. 
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What we do ask, and all that we ask, is that Congress set aside 75 
per cent of these revenues, derived from Hawaii's own ports, for a 
period of twenty years as a special fund, and from and out of which, 
from 3^ear to year, appropriations can be made by Congress for such 
purposes. Territorial and Federal, as Congress may, from time to.time, 
in its wisdom determine. 

I might add a word to what was said yesterday on the subject of 
taxation. I am aware of no better way to bring to your attention 
what our 1 per cent tax really is on a man in the Hawaiian Islands 
than by citing a particular instance. I am not a man of means; how- 
ever, 1 am fortunate enough to have a little home that is assessed by 
the Government at $3,700. From it I get an income, a yearly rental, 
of $300, out of which the taxes, insurance, and repairs must be met. 

1 have endeav^ored at different times to sell this propert}^ for $3,000, 
but thus far have failed. I think 3"ou will agree with me that an 
assessment of $3,700 is full value, and more than full value, for the 
property. I think that the other members of the commission could 
cite similar instances concerning their own holdings. 

Mr. Lloyd. Are 3^ou advised as to the amounts received by the 
government from leases ? 

Mr. Case. I believe we have it right here. The revenues are 
$568,959, which is since the annexation. The land sales, $123,995. 

Mr. Lloyd. 1 am talking of leases. 

Mr. Case. Those are land revenues. 

Mr. Lloyd. Is it not true, as a matter of fact, that you do not 
receive from leases what you ought to receive? 

' Mr. Case. That may be, and undoubtedly is, true. Many of our 
leases were made at a time when land had very little value. Within 
the last ten or fifteen years the land has, of course, very much increased 
in value. Again, these leases comprise large areas, a large percentage 
of which always has been and still is of little or no value. Also the 
question of water has a great deal to do with value. 

Mr. Lloyd. Is thjs statement of the governor true, in his report 
for the year 1904, that you have 424,422 acres of lands leased to 10 
different parties? 

Mr. Case. That I am unable to say. If it is so stated in the gov- 
ernor's report, it must be true. 

Mr. Lloyd. And that the amount received per acre was less than 

2 cents? 

Mr. Case. I have no doubt that the governor made that statement, 
believing it to be correct. If he made it, he undoubtedly had statistics 
to back up bis statement. 

Mr. LloVd. What do you say as to this? I am quoting from the 
governor'{5 report of 1904: 

These tracts comprise a very valuable proportion of some of the choicest lands in 
the country, and include upward of 7,800 acres cane land now actually under culti- 
vation, besides a very large area suitable for coffee and other tropical products. 

Mr. Case. These leases, as I say, were entered into many years ago. 
Mr. Lobenstein can, I am sure, give you the desired information much 
better than I. These leases were made at a time when the land was not 
at all valuable. These leased lands comprise large tracts of mountain 
lands, some of which down close to the sea are very valuable to-day. 
lam not personally thoroughly conversant with the matters mentioned, 
but I have no doubt this land 
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Mr. Lloyd. Are you advised as to the method of taking care of 
your funds, and whether or not it be true that there has been an 
embezzlement of government funds if 

Mr. Case. There has been some embezzlement of these funds. 

Mr. Lloyd. Is it true in the governor's statement, in his report for 
1904, that there has been an embezzlement of $27,234? 

Mr. Case. I have no doubt that that is correct, as he had the facts 
before him. We were unfortunate in meeting with several cases of 
embezzlement under former conditions, several 3^ ears ago, when 
proper provision was not made to guard against such embezzlement, 
m the way of securing bonds from officials who had government funds 
in their hands and under their control. That condition of things was 
investigated and has since been corrected. 

Mr. Lloyd. Are you advised as to the expenditures of your legis- 
lative body from time to time for its own maintenance? I mean for 
carrying on the legislative duties? 

Mr. Case. They do that, of course. 

Mr. Lloyd. Is is true, as the governor states, that from 1870 to 1892 
the amounts expended b\" the legislature ran from $15,000 to $50,000, 
and that in the sessions of 1901 and 1903 they were $94,666 and 
$87,471.30, respectively? 

Mr. Case. I think that is correct. It was a condition of things to 
which a great many of us objected — a condition of things for which 
the present administration and the better class of citizens were and are 
not responsible. 

Mr. Lloyd. Is it not true, as a matter of fact, and this is a serious 
question I am asking you, that you gentlemen are here to-day because 
the legislature of Hawaii has squandered your money? 

Mr. Case. I would not sa}^ that. I think myself that there have 
been expenditures there that were uncalled for and unjustified. How- 
ever, the same may be said of many other legislatures on the mainland. 

Mr. W. O. Smith. I would like to say something at this point, if 
I ma3\ 

The Chaikman. Do you yield to Mr. Smith ? 

Mr. Case. Yes, sir; I would be pleased to. 

Mr. Smith. As to that matter of the expenditures of the legislature, 
I will say that after the organic act was passed the first elections were 
very expensive, and a majorit}^ of the legislature was controlled by men 
who were not as responsible as they ought to have been, and some of 
the expenditures under these first sessions were scandalous. This has 
been remedied in very lai'ge measure since. 

Mr. Lloyd. What will you say to the last statement of the gov- 
ernor of that Territory, that in the year 1903-4 the receipts were 
$2,415,856.83 and the expenses were $8,897,018.66, making an excess 
of disbursements of $663,480.70? 

Mr. Smith. I suppose the statement is true, but following that the 
expenses were very much reduced. Salaries were reduced and expenses 
cut down, so that now it will be shown by other tables that the current 
expenses for 1905 were a little within the receipts. We had a period 
after annexation that disturbed and taxed us to the utmost to try to 
control. General sufferage was given to elect members of both houses 
of the legislature, and there were too many men who were elected who 
were irresponsible, and the conditions were very diflicult to control, 
but things are now on a much better basis. 
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Mr. Lloyd. Is it not true that in 1903-4 more money was expended 
in the Territory of Hawaii, through the legislature and through the 
official machinery there, than was expended in Arizona, New Mexico, 
and Oklahoma combined? 

Mr. Smith. I do not know what the expenses of those Territories 
were. If the governor made that statement he undoubtedly had the 
facts. 

Mr. Lloyd. Ls this correct, that the receipts from July 1. 1903, to 
June 30, 1904, in general taxes, were $1,566,000; and from the road tax 
were $114,000, in round numbers — I am not giving the exact figures — 
from land sales, $18,000; licenses, $131,000; water receipts, $118,000; 
sundries, including inheritance tax, $465,000; making the total revenue 
receipts, $2,415,000? 

Mr. Smith. Those figures are taken from the record, and are 
undoubtedly authentic. 

Mr. Lloyd. And is it true that you expended in addition to that 
$663,480 

The Chairman. What is the report you have in your hand? 

Mr. Lloyd. The report of the governor of Hawaii for the year 
1904.' I understand that his report for 1905 does not show such a bad 
state of affairs, and these questions are to be gone into by persons 
familiar with the facts. 

Mr. Galt. 1 think all of the statements quoted from the governor's 
report are undoubtedly true. As to the extravagances of our legis- 
lature in regard to embezzlements, etc., in this respect, I do not 
think that we are unique at all. But I would like to answer one ques- 
tion, and that is, Would we be here asking for this appropriation if 
it had not been for the extravagances of our government? I say yes; 
undoubtedly. The extravagances of our government over and above 
receipti^ would have cut an insulBcient figure to have warranted our 
coming here for this appropriation had we kept the duties under our 
control — the customs revenues which we had previous to annexation, 
and which had been used not only for the current expenses, but for 
public improvements 

Mr. Smith. May I add this also, that after annexation, in the years 
referred to, the expenditures exceeding the receipts does not neces- 
sarily imply extravagance, as one-third of the revenue was taken 
away. It was difficult to change the s} stem and economize; it was 
impossible to do this efficiently at once. 

Mr. Lloyd. May I interrupt you at that juncture? The last report 
which 3^ou have just handed me shows that the receipts for the year 
ended June 30, 1905, were $2,354,813.02, and the disbursements 
$2,988,057.10, and that there was a deficit of $576,630.79. 

Mr. Smith. Of the current revenues? 

Mr. Lloyd. That is what this says. 

Mr. G. W. Smith. That was for the payment of outstanding war- 
rants in the last year, which, owing to the expenditures of that year, 
had to be carried in the Treasury, amounting to some $86,000. 

Mr. Lloyd. As 1 understand from this report, on the 1st day of 
July, 1904, you had outstanding warrants to the amount of $720,000 ; 
and that on the 1st day of July, 1905, you had outstanding indebted- 
ness — which, I suppose you would consider outstanding warrants — to 
the amount of $576,000. 
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Mr. G. W. Smith, 'ihat matter of treasury warrants ought to be 
explained a little. After annexation these customs revenues were 
diverted, but the expenses of the government continued, and we had 
a law there that when there were not suflBcient funds in the treasury 
we could issue treasury warrants payable at a later date, generally 
ninety days. These warrants were issued at 5 per cent, and one year 
lapped over to another. But 1 think that you will find in subse- 
quent statements that during the last year the actual current expenses 
have been less than the current revenues. / 

Mr. Lloyd. What do you say to this statement yi the governor's 
report for 1904:, that at the time of annexation you had a bonded 
indebtedness of $958,000, and that on June 30 3^ou had a bonded 
indebtedness of $2,185,000, and that between 1904 and 1905 you 
increased it, according to the statement of Mr. Smith yesterday, 
$3,700,000 more, and then in the last year vou have increased it 
$500,000 more. 

Mr. Smith. That was explained in one of the statements made yes- 
terdgiy. Those were the l)onds for borrowed money, which .was used 
for public improvements, such as schoolhouses, wharves, etc. We are 
anxious about the future, because in order to carry on public improve- 
ments we have not the means unless we borrow money, and we do not 
want to be continually borrowing. 

Mr. Lloyd. Where do you get your school tax? I see in the last 
report of the governor a statement of $999,996 for school tax. 

Mr. Smith. That is a tax of $2 per capita on each man. 

The Chairman. May I interrupt you gentlemen to suggest that it is- 
fifteen minutes later than the hour at which we agreed to adjourn, and 
if you desire to adhere to the original programme, etc. 
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STATEMENT OF MR. EDWARD A. McINERNY. 

The Chairman. This is a hearing on House bill No. 14015. 

Mr. McInerny. Mr. Chairman and gentlemen: I desire to lay 
before you briefly a few reasons on which we base our claim for this 
request. These ideas are my own, and possibly they are a little crude, 
but 3'ou, gentlemen, can judge as to that. 

First. The large amount of revenue which the Federal Government 
exacts from our Territory annually, and for which we feel we have 
received no adequate return. 

Second. We are noncontiguous territory, deprived of the advan- 
tages which the other Territories and States of the Union enjoy com- 
mercially, one with the other, by reason of their proximit}^ to one 
another, and the facilities enjoyed of interstate commerce. 

Third. This large sum of money being removed annually from our 
Territor}^ creates a disturbance in our monetar}^ circulation which is 
both demoralizing and discouraging. 

I want to say in regard to that that the United States collects our 
duties in gold coin and then ships it out of the country, no matter 
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how large a sum in excess of $200,000. We have nothing to take the 
place of that coin, and we are not in a position out there to get it in 
from any other source. It is simply lost to us. This creates a scarcity 
of ready cash and incrr^ases the rate of interest. In the large cities on 
the mainland where large sums are collected as duties they have 
national banks that absorb a large amount of this money and keep it 
in their respective States. We have a national bank out there, but 
under the regulations prescribed by law they are limited to invest- 
ments of a certain kind, and up to the present time out of those 
$6,000,000 that have been sent away from there the\^ have been able 
to hold on to only $200,000, the rest having gone out of the country. 

The Chairman. What is the annual revenue collected? 

Mr. McInerny. Approximately $1,000,000. Sometimes it is a little 
more and sometimes it is a little less. 

The Chairman. Why is it that a different plan is followed in rela- 
tion to Federal money in the Territory than in other customs districts? 

Mr. McInerny. I am not aware that any different plan is pursued. 

The Chairman. I understood you to sa}'^ that this money was packed 
up and shipped out of circulation there. 

Mr. McInerny. Yes, sir. It is shipped to the subtreasury in San 
Francisco. 

The Chairman. Well, then, in every customs district it is shipped 
out of circulation so far as that district is concerned? 

Mr. McInerny. Except where the national banks are able to control 
it, and in large cities where they have large investments allowed by 
law. The money does not leave there. 

Fourth. We have but one small voice in Congress and no vote, and 
in our isolated position we feel we are constantly in danger of being 
overlooked in the matter of appropriations. It is true we have received 
some consideration from Congress, for which we are grateful. It is 
also true we have as much representation as any other Te^ritoIy, but 
there is no doubt in my mind that mainland Territories receive aid and 
support from the neighboring States which adjoin or surround them. 
We have no neighbors. 

Fifth.* In developing our Territory and educating our youth along 
lines that will make us a credit to the nation, and to occupy a position 
which we know 3^ou would like to see us attain, we are hampered b}^ 
insufficient income to prot^eed as we should. Large sums of money 
have been spent from the current revenues of the Territory since 
annexation for educational purposes, and large sums have been bor- 
rowed and spent for the same purpose. Yet our youth are inade- 
quately provided, and in many instances deprived of the educational 
opportunities which they should enjoy. In this connection it may 
be interesting to know that our Territor}^ has expended for the sup- 
port, maintenance, and construction of schools, from its own revenue 
and from borrowed funds, two and one-quarter millions of dollars 
since annexation, or approximately $450,000 per annum, equivalent 
to 25 per cent of our annual revenues, based on the consolidated reve- 
nues of the Territory for the fiscal period ending June 30, 1905, 
$2,354,813. The present value of school property is estimated at 
$810,000, and it is further estimsCted by the department of instruction 
that $788,500 would be required to place our schools on a substantial 
basis, used solely for the construction of new buildings and repairs of 
old ones. The Territory believes that where it is possible school 
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buildings should be an ornament to our cities, a source of pride to its- 
citizens, and an inspiration to its youth. 

I have here a photograph of the latest addition to our schoolhouses, 
constructed at a cost of $45,742.85. It may be interesting to note in 
passing that 91 per cent of eligible children of school age are enrolled 
m the public schools, and that 10 per cent of our entire population are 
in our public schools, education being compulsory and absolutely free. • 
That it costs the Territory an average of $16.87 per annum to educate 
its youth and an average of $51 per month to pay its teachers. Thirty 
per cent of our school-teachers have acquired their education at the 
normal school. 

Sixtji. Five years have passed since the Territory was taken over, 
and nothing yet has been done (other than the purchase of a few sites) . 
to properly defend us against the possible attacks of enemies in time of 
war, and as we are to-day we are a standing menace to the entire^ 
Pacific coast. 

Seventh. It may be safely asserted that up to the beginning of the 
war with Spain no Territory organized was ever a source of revenue to- 
the General Government. No revenue was derived save internal- 
revenue taxes. The United States paid the expenses of the courts, the 
expenses of the legislature, and the salaries and expenses of the 
officials. Statistics will surely show that Hawaii has been the first 
Territory producing revenue for the United States. 

Eighth. While it is true that the United States assumed by the joint 
resolution of annexation the payment of $4,000,000 of the indebted- 
ness of the Kingdom of Hawaii, yet the figures will show that this 
$4,000,000 so assumed and paid has been returned to the United 
States through customs duties and internal- revenue taxes. Statistics^ 
will further show that the llnited States took unto itself lands formerly 
belonging to the Republic of Hawaii of the value of in the neighbor- 
hood of $2,000,000, and an annual income since the adoption of the- 
organic act in 1900 of more than $1,000,000. Instead of being a bur- 
den to the General Government Hawaii, it will be seen, has been a 
source of revenue. 

The Chairman. Is it your theorv that the customs receipts ought to- 
be treated as a contribution to the Federal Government by the customs- 
district where they are received? 

Mr. McInerny. I have always so understood it, sir. 

Mr. Smith. I think it would be more appropriate for us to say that 
we have paid rather than contributed. We formerly have had it for 
our own use and benefit, but now^ it has been paid over to the Federal 
Treasur3\ 

Mr. Powers. Have you not consumed substantially all the goods onj 
which you have paid duties there? 

Mr. McInerny. 1 will touch on that subject later. 

Ninth. It is true that by the organic act (yongress gave to the Terri- 
tory possession and control and also the right of disposal of public 
lands within the Territory. It is likewise true that the Territory 
derives considerable revenue from the rental and disposition of these 
lands. It is also true that- no other Territor}^ was given similar 
power as to public lands. The difference, however, lies in the fact, 
that in other Territories the public lands were the property of the 
United States, acquired by purchase, by discovery, or by conquest; 
while its ownership of the public lands within the Territory of 
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Hawaii was by virtue of the cession of the public lands to the United 
States by the Republic of Hawaii. 

Tenth. The reports of the Treasury- Department show Honolulu to 
be tenth of all the ports of the United States in receipt of customs dues — 
receipts averaging something over $1,000,000. This amount is paid 
annually by the 150,000 people in the Territory. A very trifling. per- 
centage of the articles upon which duty is paid ever leaves the Terri- 
"tory. For the fiscal period ending June 30, 1905, all the duty-paid 
goods that we have sent o\i\, of the country amounted to $42,946. In 
other words, we have consumed practically all the goods on which we 
have paid duty. 

It is safe to sa}^ that no other Territory, and perhaps State, pays as 
customs dues anywhere near such a large amount proportionately. 

Eleventh. Hawaii pa3^s the expenses of its own legislature. Other 
Territories do not. 

Twelfth. The buildings occupied by several United States oflScials 
were formerly the property of the Republic of Hawaii, and were 
acquired by the United States without cost. The principal buildings 
thus occupied are the custom-house and the post-office in Honolulu. 

Thirteenth. Up to the 1st of August, 1905, the United States, with- 
out rent, occupied rooms in the Territorial buildings for the holding 
of the United States court and for the use of the officials of the Depart- 
ment of Justice. 

Fourteenth. Ever since annexation the Territorial government has 
supplied water and electric light to all Federal offices free of charge. 

Mr. HiGGiNS. Do you mean by your statement just prior to that 
that Federal buildings have been constructed since annexation ? 

Mr. McInekny. No. There have been no Federal buildings con- 
structed since annexation. The buildings now occupied by some of 
the United States officials were formerly the property of the Republic 
of Hawaii. The title of the public lands in Hawaii is vested m the 
United States. 

Mr. Powers. Does not the Territory own part of the lands in 
Hawaii yet? 

Mr. McInerny. They have the use and disposition of them, subject 
to the control of the Federal Government. 

Mr. HiGGiNS. There are no Federal buildings that have been con- 
structed since annexation? 

Mr. McInerny. No, sir. They have built an immigration building 
and a sn^all two- story frame structure for the shelter of the Navy and 
one or two minor houses. They are also at work on barracks for the 
troops, but since annexation the Federal offices have been in Territo- 
rial buildings. 

Fifteenth. Lands of the value of $2,000,000 have been by proclama- 
tion. $et apart for the use of the Federal Government, lands from which 
the Territory might have received much revenue, either by sale or 
rent. 

The Chairman. What is the character of these lands that have been 
set aside for the use of the Federal Government? 

Mr. McInerny. We have a list here, and I can read them oflF to 
you if you wish. 

The Chairman. No; just give a general idea of them. 

Mr. McInerny. They have taken pretty much all of our water front. 
They have opened a large reservation. 
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Mr. Powers. What was this taken for? 

Mr. McInerny. It was taken for military occupation. They have 
taken that and also several other pieces of land in Honolulu. 

The Chairman. How was this land taken by the Government? 

Mr. McInerny. It was set aside by proclamation. 

Mr. Powers. Was it owned by the Territorial government before 
that? 

Mr. MclNERNYr Yes, sir. 

Exhibit A. 

LANDS CEDED TO THE UNITED STATES GOVERNMENT FOR ARMY PURPOSES. 

July 26, 1899: 

1. That tract of land containing 1,344 acres, more or less, situate 

about 3 miles northwest from Honolu lu and described in bound- 
ary certificate of Crown land of Kahauiki $230, 880. 00 

2. That portion of Waianae-uka, Oahu, containing 14,400 acres, 

more or less, situate about 19 miles from Honolulu and 9 miles 

from Pearl City 300,000.00 

December 30, 1899: 

1. All of lot No. 1, designated as Emmes wharf site (Kaakaukukui) 

at the head of Honolulu Harbor. Area, 42,050 square feet. . . 42, 000. 00 

2. All of Esplanade lots Nos. 4, 5, 6, 7, 8, 9, 10, and A. Area, 

55,830 square feet 167,490.00 

3. All of that land designated as the barracks lot. Area, 98,260 

square feet 50,000.00 

LANDS CEDED TO THE UNITED STATES GOVERNMENT FOR NAVAL PURPOSES. 

November 10, 1899: 

1. Esplanade lots Nos. 94, 95, 96, 97, 98, and 99. Area, 30,255 

square feet 45, 382. 50 

2. Esplanade lots Nos. 63, 64, 65, 66, 67, and 68. Area, 30,000 

square feet 45,000.00 

3. Lot at east corner of Mililani and Hale kauwila streets. Area, 

5, 728 square feet 8, 592. 00 

4. A plat of land in Kewalo-uka (hospital). Area, 20 acres, more 

or less 50, 000. 00 

5. Lots on Punchbowl slope Nos. 608, 609, and 610. Area, 88,588 

square feet 12,538.00 

6. Portion of reef of Kaakaukukui. Area, 76.25 acres 76, 250. 00 

November 2, 1898: 

1. The water front lying between the Bishop estate and the line of 

Richards street, including the site of prospective wharves, 

slips, and their approaches. Area, 252,700 square feet 100, 000. 00 

2. The blocks of land embracing lots Nos. 86 to 91. Area, 38,120 

square feet. Lots 100 to 131, including Mililani street to the 
intersection of Halekauwila street and the government water 
lots lying between the Bishop estate and Punchbowl and 
Allen streets. Area, 283,000 square feet 318, 750. 00 

LANDS RESERVED BY PROCLAMATION OF GOVERNOR. 

March 25, 1901: 

1. Buildings and lands for customs purposes, Honolulu. Area, 

40,000 square feet 120,000.00 

2. Buildings and lands for customs purposes, Kahului. Area, 3,7501 

squarefeet I .n om on 

June 18, 1903: - > 10,000.00 

1. Addition to Kahului custom-house lot. Area, 3,750 square feet. J 
June 10, 1901: 

jl. Land for the purpose of establishing and maintaining an agri- 
cultural experimental station, Kewailo-uka. Area, 202 acres, 

more or less } 51 , 000. 00 

August 16, 1901: 

1. Experimental station, Kewalo-uka. Area, 2.23 acres 

R T H--06 3 
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May 4, 1903: 

1. Po8t-ofl5ce lot, etc., Honolulu. Are^, 4,560.09 square feet $30, 000. OO 

May 20, 1904: 

1. Post-office lot and buildings, Honolulu. Area, 6,628 square 

feet 45,000.00 

June 28, 1905: 

1. Hospital station and laboratory on the island of Molokai. 

Area, 640 acres 1,200.00 

Total 1,764,082.50 

The Chairman. How do you fix that valuation ? 

Mr. McInerny. The valuation is the tax valuation. 

The Chairman. The land had been taxed before the Territorial gov- 
ernment absorbed iti^ 

Mr. McInerny. This land was taken on July 6, 1899. 

The Chairman. And this land was taxed for the benefit of the Ter- 
ritory before the Federal Government had absorbed it for Territorial 
purposes? 

Mr. McInerny. The Government does not pay taxes on property 
used for its own purposes. 

The Chairman. No; 1 said for Territorial purposes. 

Mr. Smith. I think that those valuations are based partly on valua- 
tions of adjoining and adjacent property of a similar kind. 

The Chairman. Have not those lands been utilized for any purpose? 

Mr. Smith. Yes; the Navy and War Departments have been making 
use of the portion set aside for them. 

The Chairman. Was not any use made of it before? 

Ml*. Galt. a good man}^ of those lands were lands leased by the 
government to individuals or corporations. 

The Chairman. Leased by the Territorial government, so that it 
was deriving an income from them ? 

Mr. Galt. Yes, sir. The Territorial government was deriving an 
income from these leases. 

The Chairman. The Territorial government was receiving benefit 
from those lands before they were absorbed by the Federal Government ? 

Mr. Galt. Yes, sir. 

Mr. Reynolds. Have you an estimate of the amount of revenue 
those lands have yielded- to the Territorial government? 

The Chairman. Perhaps that had better be incorporated in your 
statement, Mr. McInerny, when you extend your remarks ip the record, 

Mr. McInerny. Very well, sir. 

The Chairman. What benefit, if any, will the Territorial govern- 
ment hereafter derive from this segregation of lands for Federal 
purposes ? 

Mr. McInerny. That is problematical. 

The Chairman. Does it not derive any as yet? 

Mr. McInerny. No, sir. I quoted it merely to show what the 
United States Government has been getting out of that Territory since 
its annexation. 

Mr. HiGGiNS. The only revenue the Territorial government got was 
from these lands? 

Mr. McInerny. No; these lands .were all rented. 

Mr. HiGGiNS. For what purpose? 

Mr. McInerny. The Honolulu lands were rented out as a ranch for 
cattle. I do not know what the income was from that. For the water 
front they got the shipping taxes. Since these lands have been settled 
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the Territorial government has always gotten some income from them. 
Mr. HiGGiNS. I would like to have you include that in your remarks. 
Mr. McInerny. All right, sir. I will do that. 
See Exhibit B. 

Exhibit B. 

July 26, 18d9: Per annum. 

Item 1 (see Exhibit A), annual rental $800 

Item 2 (see Exhibit A) 500 

December 30, 1899: 

Item 2 (see Exhibit A) 1,321 

November 10, 1899: 

Item 1 (see Exhibit A) 1,800 

Item 2 (see Exhibit A) 2,160. 

The remainder of properties mentioned in Exhibit A were not under lease at time 
of proclamation. 
This is to the best of my knowledge and belief. 

E. A. McInerny. 

Seventeenth. Honolulu is a calling point for nearly all of the trans- 
pacific steamships, carrying annually many thousands of passengers 
from all over the world. Many of these passengers are oflScials or 
citizens of hi^h standing in foreign countries visiting the United States 
for the first time by way of Australia or the Orient. In so far as the 
Government of the United States is concerned, the first impression 
which such persons must gain at Honolulu is anything but favorable. 
The custom-house, through the medium of which is collected for the 
United States over $1,000,000 yearly, resembles more in appearance 
an antiquated warehouse than an important public building of a great 
nation. Nor is the appearance of tne post-office much better; and if 
the foreigner become mquisitive and endeavor to ascertain why the 
War and Navy Departments of the United States and foreign govern- 
ments treat the Hawaiian Islands as a point of much strategic impor- 
portance, and should wish to ascertain now in their present condition 
it would be of importance in case of war, he will find a magnificent 
body of water some 10 miles from Honolulu, which, with the expend- 
iture of a few millions of dollars, would become one of the finest har- 
bors in the world for naval purposes, but which, owing to the failure 
of the Federal Government to make appropriations, is at present abso- 
lutely worthless. 

Taken altogether, these foreign officials or citizens do not leave 
Honolulu for San Francisco with an exalted sense of the greatness of 
the United States of America. 

And lastly, gentlemen, and I almost hesitate to speak of it, if it will 
interest you to know where some of our revenue goes, let me tell you. 
Hawaii supports and maintains 856 unfortunate souls cursed with the 
incurable disease; feeds them, clothes them, and houses them at an 
expense for the biennial period ending June 30, 1907, of $394,265, 
equivalent to nearlv 9 per cent of our annual revenues. 

The Chairman. t)o you get no help from the Federal Government? 

Mr. McInerny. None whatever. The Federal Government has 
appropriated $160,000 for a so-called '"leprosorium" for the study of 
leprosy; but we have to care for these persons. We do not ask you 
to take care of them. I am merely quoting this to show what we have 
to care for down there. 

Mr. Powers. Is the number of lepers increasing? 

Mr. McInerny. They do not seem to increase or decrease. 
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The Chairman. Please tell the committee just where your lepers 
are. 

Mr. McInerny. They are on the island of Molokai. This is the 
island of Molokai [indicating on map on wall]. There is a leper set- 
tlement there known as Kalaupapa. 

The Chairman. How much territory is covered by that settlement? 

Mr. W. O. Smith. It is about 3 miles long and 2 miles wide in its 
widest part. It is at the foot of a high precipice, and is bounded by 
this precipice on one side and by the ocean on the other. 

Mr. Lloyd. How much money did you say went that way? 

Mr. McInerny. I was not able to obtain the amounts for any pre- 
vious period, so I took the estimates for the coming period ending 
June 30, 1907, which is $394,265. 

Mr. Klepper. How many lepers are there in the colonj'^? 

Mr. McInerny. Eight hundred and fifty -five. 

Mr. Webb. Do you mean you spend $394,265 for that purpose 
annually? 

Mr. McInerny. No, sir; every two years. Every physician is 
obliged to report a case that he is satisfied is leprosy. In case of fail- 
ure on his part to do so his license is taken away from him. 

The Chairman. Is the number of lepers decreasing? 

Mr. McInerny. I think it is about stationary. 

Mr. Powers. You find new cases as often as others die. 

The Chairman. Do these people come from your own population? 

Mr. McInerny. They are mostly native Hawaiians. There are a few 
whites, Chinese, and Japanese, but a very small number. They are 
mostly the aborigines of the soil. 

Mr. Lloyd. And this number is about the same as it was before you 
were annexed to the United States. 

Mr. McIi^ERNY. Possibly a little less. 

The Chairman. This disease has not always been peculiar to these 
islands, has it. 

Mr. McInerny. As long as my memory goes back. 

The Chairman. I meant it as an historical inquiry. 

Mr. McInerny. Oh, no; sir. It was brought over by some of the 
early explorers. 

The Chairman. It came as a product of other troubles of civiliza- 
tion? 

Mr. McInerny. Yes, sir. It is said to be the product of other 
troubles. 

The Chairman. Are there any other gentlemen who would like to 
make inquiries of Mr. McInerny? 

Mr. Lloyd. What is the general condition of your business inter- 
ests now as compared with what they were five years ago? 

Mr. McInerny. The condition at the present time is about the 
same. We had quite a boom shortly after annexation, but it died out, 

Mr. Lloyd. When did you have this boom? 

Mr. McInerny. In 1901 and 1902. Things were quite active then. 

Mr, Lloyd. Is this statement of the governor correct, that the total 
Hawaiian trade in 1897 was $131 per capita; in 1898, $164; in 1900, at 
the time of annexation, $228; and that in 1904 it had increased to $273 
per capita? 

Mr. McInerny. What was his statement? I did not quite catch it. 
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Mr. Lloyd. The per capita of trade. That is, if the trade was 
divided among the individuals, there would be a per capita of trade of 
$273.20. 

Mr. McInerny. He refers to the total from exports and imports. 
There is another way of arriving at these figures. Our exports have 
steadily increased. 

Mr. Lloyd. Your imports have likewise increased, have they not? 

Mr. McInerny. Our imports from the United States for 1904 
amounted to $11,000,000. Our total imports for that year were 
$14,000,000, and $11,000,000 of this was from the United States. I 
have a list here which will show you exactly what they were. Sugar 
forms 96 per cent of the export trade of the Territory. 

Mr. Lloyd. The governor makes this statement: 

A remarkabje exhibit is made by comparing the trade growth per capita of popu- 
lation in Hawaii, which shows an increase from $131 up to |247, under annexation, 
for every man, woman, and child in the country — ^a total per capita of trade that is 
more than eight times greater than that of the trade per capita for the entire United 
States. 

Mr. McInerny. I would have to go into that and study it. I sup- 
pose the governor is correct. 

The Chairman. He speaks of trade per capita. What does he mean 
by that — internal commerce? 

Mr. Lloyd. No; he means the export and import trade per capita. 

Mr. McClellan. In regard to tnis question of trade per capita, 
it must be taken into account that there is no single State or Terri- 
tory in the United States that so largely raises one product and trades 
it to the world for everything else that it needs as does Hawaii. We 
are entirely in a class by ourselves in that respect. It is a great mis- 
fortune. It arises from the fact that sugar is the thing that can be 
produced much more profitably than anything else, so that commer- 
cially it takes the place of everything else. It is therefore necessary 
for us to export this and import clothing, harness, and everything of 
that kind that we need. The result is that our trade per capita is very 
much larger than that of the United States. 

Mr. Lloyd. Because of the fact that you are doing a great deal 
more of one kind of business, and are producing more sugar 

Mr. McClellan. You are thoroughly familiar with the fact that 
the internal trade of the United States vastly exceeds anything like 
the total of its exports and imports, as large as they are. 

Mr. Capron. Our home market is 94 per cent of our business. 

Mr. McClellan. Yes, sir. Instead of that being the case with us, 
however, it is the reverse; it is the other way. We send out our 
home product and get back something in its place. 

The Chairman. You do not buy or sell among yourselves. You 
produce one thing, and with the money derived therefrom you get 
back things of general consumption; so that your statement, taken on 
its face, is very misleading as to the amount of trade carried on within 
the boundaries of the islands, as compared within your own State, Mr, 
Lloyd, or with that of any State in the Union. 

Mr. Lloyd. I was trying to get at the point. Thus far you have 
apparently attempted to show that conditions in Hawaii are worse 
now than they were at the time of annexation. I only mentioned this 
to let you explain what you have to say about the governor's state- 
ment as to the increase in the volume of business. 
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Mr. W. O. Smith. Those two things are not necessarily incompati- 
ble. A great feeling of hopefulness sprang up among our people 
because of the annexation, and tremendous enterprises were under- 
taken there, and some of those enterprises have been carried on at a 
practically continuous loss from that time until this, but they have 
tried to keep them going concerns rather than have them fail. That 
does not prove that it has been profitable, but the contrary. The vol- 
ume of business ha^ undoubtedly been increasing, as the governor's 
report shows. 

Mr. Galt. May I quote from the governor's report of 1905, on the 
first page? 

During the year important changes have occurred, some of which may mean that 
the year will stand out as a turning point in the progress of the Territory. It, how- 
ever, can not be said to have been a year of great prosperity, but rather of recuper- 
ation. From the volume and value 6t exporte, which are shown later in this report, 
it would appear to have been, under ordinary circumstances, a fairly prosperous 
year, yet the previous low price of sugar had, under existing conditions, brought 
losses to many of the sugar estates, burdening them with obligations, and the returns 
this year have been applied tg the liquidation of foreign credits. Thus conditions 
have not responded in proportion to that which the figures would indicate. 

I think that applies pertinently to this question. 

Mr. W. O. Smith. We are not here claiming that our commercial 
affairs are in worse condition than before, but we are speaking of the 
financial condition of the Territorial government by reason of the loss 
of this one-third of its revenue. The government in its financial con- 
dition is in a worse state than it was before annexation for that reason. 

Mr. McInerny. I would like to quote some figures I have here. 
They might have some bearing on the information you were trying 
to get. 

Mr. Lloyd. In this connection, in answer to the statement that has 
just been made, will you state to the committee what was the indebt- 
edness of the Territory at the time of annexation, and what is its 
indebtedness to-day ? 

Mr. McInerny. Yes, sir. It has no floating debt to-day. It has 
an outstanding bonded debt of $3,124,000 for moneys borrowed. 

Mr. Lloyd. What was its indebtedness at the time of annexation? 

Mr. McInerny. Four million dollars bonded debt, held in London; 
$1,000,000 that was borrowed by the Republic of Hawaii, which the 
United States did not assume when they annexed us. They paid part 
of the bonded debt off, but not all of it. 

Mr. Lloyd. It left an indebtedness of nearly $1,000,000. 

Mr. McInerny. Approximately; yes. 

The Chairman. You were about to recite these figures, I believe. 

Mr. McInerny. I have them here, sir. (See Exnibit C.) 

Exhibit C. 

Territory of Hawaii, Office of the Treasurer, 

Honolulu, Oahu, October 6, 1905. 

1. Principa] office in Honolulu. 

2. Bonds: 

Republic of Hawaii 5 per cent bonds $209, 000 

Loan act approved June 13, 1896; bonds redeemable in ^\q years 
and payable in twenty years from July 1, 1896; interest payable 
semiannuallv, Julyl and January 1 — 
Total authorized, $2,000,000. 
Total issued, $1,201,000. 
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2. Bonds — Continued. 

Fire claims 4 per cent bonds $315, 000 

Act of Congress United States approved January 26, 1903; bonds 
redeemable in five years and payable in fifteen years from May 
1, 1903; .interest payable semiannually, May 1 and Novem- 
ber 1 — 
Total authorized, $326,000. 
Total issued, $315,000. 

Public improvement 4i bonds, series 1903-4 1, 000, 000 

Loan act, approved April 25, 1903, and approved by the President 
of the United States; bonds redeemable in five years and paya- 
ble in fifteen years from October 1, 1903, interest payable semi- 
annually, October 1 and April 1 — 
Total authorized, see (a). 

Public improvement 4i bonds, series 1904-5 1 , 000, 000 

Loan act approved April 25, 1903, and approved by the PresidcHt 
of the United States; bonds redeemable in five years and pay- 
able in fifteen years from January 2, 1905; interest payable semi; 
annually," January 2 and July 2 — 
Total authorized, see (a). 

■ Refunding 4 per cent bonds of 1905 600, 000 

Act 55, session laws, 1905, approved April 25, 1905, and approved 
by the President of the United States; bonds redeemable in five 
years and payable in fifteen years from October 4, 1905; interest 
payable semiannually, April 4 and October 4 — 
Total authorized, $800,000. 
Total issued, $600,000. 
(a) Total authorized issue under loan act approved April 25, 1903 
(to be approved by the Presidentof the United States), $5,000,000. 

Total outstanding (all $1,000 bonds) 3,124,000 

The payment of principal and interest constitute a charge upon the consolidated 
revenues of the Territory. 

3. Bonds of the Republic of Hawaii, act of June 15, 1896, signed by the minister 
of finance and the registrar of public accounts. Fire claims 4 per cent bonds, signed 
by the governor and the secretary of the Territory. Public improvement 4J bonds, 
series 1903-4; public improvement 4J bonds, series 1904-5; refunding 4 per cent bonds 
of 1905; signed by the treasurer and the registrar of public accounts. 

4. Principal and interest, payable in United States gold coin, or its equivalent, at 
its present standard of weight and fineness. ' 

4a. Principal and interest of the Republic of Hawaii 5 per cent bonds, payable in 
Honolulu. By arrangement, interest also payable in San Francisco by the Bank of 
California. Principal and interest of fire claims 4 per cent bonds; public improve- 
ment 4i bonds, senes 1903-4, and public improvement 4J bonds, series 1904-5, pay- 
able in Honolulu and in New York by Weils Fargo & Co.^s Bank. Principal and 
interest of refunding 4 per cent bonds of 1905, payable in Honolulu and in New York 
by the United States Mortgage and Trust Company. 

The bonded debt at the time of annexation was $4,000,000 in bonds 
that we speak of; and the loan act approved June 13, 1896, authorized 
a loan of $2,000,000, of which $1,201,000 was issued. We owed that 
when the United States annexed us. Then came the fire-claim bonds, 
which was the act of Congress approved on the 26th of January, 
1903, for $315,000. The next was public-iniprovement bonds of ii 
per cent, which were also approved by the President of the United 
States in 1903, for $1,000,000. 

The Chairman. Please describe those fire-claim bonds a little more 
clearly. 

Mr. Powers. Those were authorized in this committee. 

The Chairman. But I want to get it in the record. 

Mr. McInerny. The bonds were known as the "fire-claim bonds," 
and were for $315,000. 

Mr. Lloyd. What was the occasion of the bonds? 
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Mr. McInerny. We had a public disaster there in a year of plague. 
It seemed impossible to cope with the plague, and the final resort was 
to fire. We had to burn down buildings in which these plague cases 
were occurring. One morning while this process was going on a 
strong wind sprang up and started a great conflagration, whicn destroyed 
the whole of that section of Honolulu known as Chinatown. We took 
these homeless people in and cared for them, which ate up a reserve 
of nearly $1,000,000 which the treasurer of the Republic of Hawaii 
had saved for a '* rainy day." 1 was employed in his oflice as an assist- 
ant. He foresaw that we would be in trouble when our customs 
receipts would be taken away with annexation. This money was used 
up in caring and providing for these people. And then it became 
necessary to pay for the damages which had been done, and we were 
unable to do it. We represented to Congress that the action in burn- 
ing the houses was for tne benefit of the Pacific coast people, and Con- 
Sress generously approved this act and issued $315,000 of fire-claim 
onds, at 4 per cent, to help to pay for the property we had lost. 

Mr. Lloyd. And also state what the United States did in addition. 
You have not stated that. They appropriated $1,000,000 out of the 
Treasury of the United States. 

Mr. McInerny. They did this. Of course we have to pay for these 
bonds. 

Mr. Lloyd. But you did not pay the $1,000,000? 

Mr. Inerny. No, sir; we paid but $315,000. 

Mr. Webb. When was this $1,000,000 appropriated? 

Mr. McInerny. The first issue was approved by the President of 
the United States, redeemable in five and payable in fifteen years from 
the 1st of October, 1903, for $1,000,000 at 4 per cent. Under that 
same transaction there was issued another $1,000,000, which was also 
approved bv the President of the United States. Now, of the 
$1,201,000 that we owed when we were taken over we have $809,000 
of it yet to meet. The diflFerence between $809,000 and $1,201,000 has 
been paid. We have cash in the treasury to pay for $209,000 more, 
and we have recently refunded $600,000 of that bonded debt by act 
of the session laws of 1905, approved by the Presid^ent of the United 
States. It makes our bonded indebtedness to date $3,124,000. This 
is right up to date, and not up to the fiscal period of June 30, 1905. 

The Chairman. Is there any gentleman of the committee who 
desires to submit any further inquiries? 

Mr. W..0. Smith. Colonel Hepburn has been out to Hawaii and 
is very conversant with our conditions there, and we have requested 
him to appear before this committee, if he would be so kind as to do 
so, and give his views as to the propriety of this measure. 

The Chairman. The committee will be very glad to hear Mr. 
Hepburn. 

STATEMENT OF HON. W. P. HEPBTJEN, A EEPEESENTATIVE FEOM 
THE STATE OF IOWA. 

Mr. Hepburn. Mr. Chairman and gentlemen of the committee, 
when Mr. Smith and these other gentlemen from Honolulu asked me 
if I would come before this committee and say a few words in regard 
to the bill before you and state my views on the proposed legislation 
I said that I would come with pleasure. 
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I spent nearly two months in Hawaii last summer and had an oppor- 
tunity'^ to observe the conditions there. These islands are to my mind 
of exceeding value to the United States. I do not know of any other 
area under our flag, aside from the great centers of population, that 
is so valuable or desirable to this country. 1 think tne possession of 
these islands is a source of great protection to the United States from 
assaults that might be intended to be delivered from the region beyond. 
No modern war vessels can ever reach our shores without first stop- 
ping at Honolulu — that is to say, they can not reach the Pacific coast 
m a condition to be harmful — as long as we hold those islands. Any 
warlike demonstration toward us must have opportunity for replen- 
ishing the coal bunkers somewhere between the Orient and the ports 
of the Pacific, and there is no place available except these islands. So 
I regard this territory as exceedingly advantageous to us, and the 
acquisition of that Territory as perhaps the richest, save one, that we 
have secured since the formation of the Government. 

The people of the islands are, as a rule, poor. The Hawaiians are a 

Fleasure-loving, kindly, amiable people, but without any great thrift, 
was told that there were probably not twenty Hawaiians that were 
worth 150,000 each. The great mass of the people do not even own 
their own homes. 

Mr. Lloyd. Do you refer to the native Hawaiians? 

Mr. Hepburn. Yes; numbering perhaps 35,000 people. I was told 
that there are about 20,000 Chinese, 60,000 Japanese, and 20,000 Por- 
tuguese on the island. They have six to eight thousand white people, 
or people who have a mixture of white blood. Some of the property 
is owned by nonresidents, and the people of those islands suflfer some- 
what, I think, from the same causes from which the people of Ireland 
have suffered — namely, absentee landlordism, or nonresident property 
owners. 

The natives had never been accustomed to taxation until the islands 
became a part of the United States. They have a population of 885 
lepers, which are a source of constant expense to them, costing some- 
thing over $300,000 every year. They are a very affectionate people, 
and this unfortunate class of the community are to them a source of 
special solicitude. I have been told by people who knew the facts 
that, notwithstanding the peril that might be encountered, very many 
of the natives would be glad if these unfortunates could be taken care 
of in their own homes. They object to the isolation of this class even 
for their own security. 

The islands are separated, and as there is difficult navigation between 
them, it is essential that there should be separate governments for the 
different islands because of their isolation. All of these conditions are 
much more expensive than would be the case if the population could 
be compacted upon one island. I think, and I am very positive about 
it, that we should show those people the utmost liberalitj' and kindness. 

Mr. Lloyd. In connection witn the question of leprosy, do you not 
think it is the duty of the United States, since we nave adopted the 
policy of making appropriations for the purpose of investigating lep- 
rosy, and having established a leprosarium, which it is proposed to 
keep up in the Hawaiian Islands, that we should make appropriation 
for the care of those patients, especially as we are to undertake to learn 
all about the diseases 
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Mr. Hepburn. I think they have been wise in the location of this 
leprosarium. It seems to me that it must have been created for such 
a purpose. It is situated on a promontor}^ jutting out into the sea, and 
the entire area of which for ten months in the year is swept by the north- 
-east trade winds. One could not imagine any place more healthful. 
It has perhaps 10,000 acres, separated by a wall 1,000 feet high from 
the sea level, and it has the sea on the other side, thus isolating this 
section. This place is very well adapted to the uses to which it is put. 
It has abundance of pure water, and the land is susceptible of cultiva- 
tion. Many of the cottages are attractive. I was told that but two 
persons had ever scaled that natural wall unassisted. 

The people of the islands have been verj^ friendly to us. When we 
had our difficulty with Spain, instead of establishing their neutrality 
and putting us to inconvenience, they opened up their ports to us and 
took our side of the question. We were permitted to use their ports. 
We had no such right anywhere else in the world. 

I think that this proposition of segregating a portion of their revenues, 
subject to appropriation by Congress, not to appropriation by the 
Territorial government, for their particular use, would be beneficial to 
them and would only be a just measure, to sa}^ nothing of the recipro- 
<5al kindness which the people have manifested toward us. It is a 
comparatively small matter to us, but great to them. It would be a 
matter of encouragement to them, and the moral eflFect would be most 
beneficial. Without wishing to take up your time I want to urge, as 
far as I may with propriety, that affirmative action be taken on this 
proposition. 

Before returning my thanks to you for your kindness in hearing 
me, I want to say that every one of 3^ou would enjoy a visit to that 
countr3% and every one of you would affirm the views which I have 
expressed if you could pay a visit to Hawaii. 

1 think the city of Honolulu is the most beautiful spot upon the face 
of the earth — certainly the most beautiful I ever saw or read about. 
It comes near being the delightful Elysium of which many of you 
doubtless have dreamed. It has a most delightful climate. I was tfiere 
in July and did not suflfer one uncomfortable day. The city is pecul- 
iarly situated and lies at the foot of a mountain, with a direction south- 
east and northwest, with uninterrupted trade winds that blow nine or 
ten months in the year. The site of the city is a tract of land prob- 
ably a mile wide by 6 or 8 miles long. There are two valleys, and 
through these valleys the trade winds pour at all seasons of the year 
except two months. You can get temperature of any kind desired 
that is very delightful and secure any degree of heat that you want. 
In the middle is a place called the ''Punch Bowl," and by going to the 
right or left vou can get the sort of temperature that deHghts you 
most. I do think that you could do nothing more meritorious than to 
segregate a considerable portion of the revenues and let it be contrib- 
uted to those specific uses. 

Mr. Capron. Would you care to express any opinion in regard to 
the desirability of the United States fortifying the harbor in Honolulu 
to the extent that you in the beginning of your remarks outlined? 
Would it not be a great advantage to the United States as a midway 
coaling station ? 

Mr. Hepburn. I had assumed that the United States, with that pru- 
dence which characterizes all of our administrations, would take upon 
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themselves to fortify any place necessary on the islands. We have 
there, as you know, Pearl Harbor, a most beautiful sheet of water. 
There are 13 miles of wharfage with a depth of water from 30 to 40 
feet right up to the shore in Pearl Harbor. It is easily defensible. 
It is so situated with the mainland on either side as to make it, with 
slight expense, impregnable, as an engineer officer assured me when I 
happened to be with a number of them on an excursion. At the 
entrance of the harbor they have a series of estuaries or arms of the 
sea that furnish this wharfage on nearly a level. 

The land immediately around the harbor is only a few feet above 
high tide, and is in every way desirable. An enlargement of the bar- 
tor is inexpensive, owing to a peculiar formation of coral that lies 
upon the surface, being only a few feet thick, and after being broken 
it renders excavation an easy matter. 

We have there a quarantine station that is ideal. It is right oppo- 
site one of these valleys, and I found it to be one of the most delignt- 
ful places that I was ever in. It is capable of holding 2,500 persons 
at one time, and with an expense of $50,000 in addition to the appro- 
priations that have been made in the way of filling the harbor, the 
sea wall on the inside would give us 40 or 50 acres of ground, which, 
with the rapid growth of vegetation in that country, could be made 
one of the most admirable of places. It is right in the line of one of 
these valleys where the trade winds blow. It is marvelously well 
adapted to the purposes of a quarantine station. 

AFTER RECESS. 

The committee reassembled at 2 o'clock p. m., Hon. Edward L. 
Hamilton in the chair. 

STATEMENT OF HON. J. KALANlANAOLE. 

Mr. Kalanianaole. Gentlemen of the committee, the bill under 
consideration is for the purpose of enacting legislation for Hawaii, in 
accordance with the recommendation of the President in his last annual 
message. It is in substance that three-fourths of the Federal revenues 
of the Territor}^ of Hawaii shall be set apart as a special fund in the 
Treasury, not for the current expenses of the Territory of Hawaii, 
but to be specificalh^ appropriated b}^ Congress for public works 
within that Territory." A statement furnished me by the Secretary of 
the Treasury shows that the aggregate Federal revenues from the 
Territorj^ of Hawaii, from June 14, 1900, to June 30, 1905, were 
$6,323,462.32, and that the aggregate Federal expenses in Hawaii, 
exclusive of special appropriations, during the same period were 
$496,492.93, leaving a net difference of almost $6,000,000 during that 
period. 

Under the monarchy and the Republic of Hawaii these revenues were 
an important dependence for carrying on the expenses of government. 
Since annexation the necessity of increased local taxation to replace 
these amounts has resulted in a Territorial tax, which amounts to $15.20 
per capita. The payment to the Federal Treasury, as above, amounts 
to $7.90 per capita, making a total of $23.10 per annum of direct taxa- 
tion for every man, woman, and child within the Territory. In spite 
of this heavy burden of local taxation, and even though the revenues 
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of Porto Rico and the Philippines are given to them for local govern- 
mental expenses, we are not here asking that such action be taken for 
Hawaii; we are only asking that of the relatively large sum which our 
small population pavs to tne Federal Treasury three- fourths of that 
amount snail be used for needed public works in the islands. In other 
words, we are asking that we be permitted to that extent to pay for 
our own Federal and public improvements. 

The legitimate need for Federal work is greater in Hawaii than in the 
great majority of the States of the Union. Our isolated and highly 
important strategic position makes it highly important that extensive 
fortifications should be erected there to maintain the United States 
during time of war at this key of the Pacific. 

The fact, also, that our harbors are at the very crossroads of inter- 
national shipping between the Occident and the Orient makes it neces- 
sary that commodious harbors should be provided, and in the same 
connection it is necessary that first-class lignt-houses should be estab- 
lished and maintained. More than a quarter or a century ago the 
United States obtained the sovereignty of Pearl Harbor for the pur- 
pose of establishing a naval station tfiere. Land for this station has 
already been acquired; but from five to ten millions of dollars will be 
necessary to equip a naval base in that splendid land-looked harbor. 

Federal buildings are also needed at Honolulu and at Hilo. It will 
be observed that most of these Federal works mentioned are of the 
sort that will contribute most directly to the benefit of the military 
defense and the international shipping of the nation as a whole, and 
are onl}^ secondarily for the benefit of the Territory of Hawaii. 

A special recommendation has been made by the President that such 
of these funds as Congress may deem best may be expended for educa- 
tional buildings within the Territory. The cosmopolitan population 
of the Hawaiian Islands and the number of foreigners residing there 
makes our educational problem one of the most difficult of any part of 
the Union. The relativel}^ small proportion of Anglo-Saxon popula- 
tion has a heavy burden to carry in maintaining the schools for the 
entire population. In view of this fact the President has recommended 
that a part of these funds may, upon direct appropriation of Congress, 
be used to construct additional school buildings in which schools are 
to be maintained at the expense of the Territory itself. 

It was, as you know, the opinion of a great many people then living 
in Hawaii that it was a great mistake for that government to yield 
its sovereignty to the United States; but when that step was taken it 
was entered into in good faith by our people, and, although annexa- 
tion has been an undoubted financial loss to the islands, our people 
are still endeavoring loyally to adopt American institutions and forms 
of government. We are loth to believe, however, that Congress has 
at any time desired that annexation should be in itself a burden to 
Hawaii; we do not believe that the Government of the United States 
took over the sovereignty of Hawaii for the purpose of making money 
out of it, any more than that we have taken Porto Rico or the Philip- 
pines for that purpose. 

The bill provides that only 75 per cent of the revenues from Hawaii 
be covered into this special fund; the 25 per cent of this collection will 
be Hawaii's contribution to the general expenses of the Government. 
Nor are we asking that the control and expenditure of these funds be 
given to the Territorial officials; it is to remain absolutely in the hands 



REVENUES IN THE TERBITORY OF HAWAII. 45 

of Congress, with the unlimited power in that body to say in what 
proportion and for what object that fund shall be expended from year 
to year. 

If it be said that by such action Hawaii would then make but an 
insignificant contribution toward the general expenses of the Govern- 
ment, we reply that such is not in fact the case. 

The Territory of Hawaii is the purchaser of goods from the main- 
land of the United States to an amount of nearly twelve millions of 
dollars annuall3^ A considerable portion of these goods consists of 
imports, upon which import duties nave been paid by New York, Chi- 
cago, and San Francisco impoi1;ing houses; so that, in fact, Hawaii is 
making her indirect payments into the Treasury just the same as any 
of the inland States, and is doing this in addition to the million and a 
quarter which she pays directly in Federal revenues. 

The experience of the past five years has shown that it is extremely 
difficult in the pressure of Congressional action to secure for Hawaii 
her due share of the annual appropriations, and we are in substance 
only asking that by this one enactment the Territor}' of Hawaii shall 
be allowed to pay for her own Fedei'al improvements, or to make such 
provisions as will insure to her the construction of such Federal and 
public works as her own revenue paj^ments are able to provide. 

Mr. W. O. Smith. Mr. Chairman, the next gentleman to be heard 
is Mr. M. P. Robinson, who says he does not wish to occupy much of 
your time. 

The Chairman. We shall be verj'^ glad to hear you, Mr. Robinson. 

STATEMENT OF ME. M. P. EOBINSON. 

Mr. Robinson. Mr. Chairman and members, I have not gone into 
statistical figures, but I have put down here what 1 have to say in a 
more general way. 1 will not consume very much of your time. 

Some reasons why the Fifty -ninth Congress, United States of 
America, is asked by the Territory of Hawaii, through its Delegate 
Kalanianaole, by bill No. 14016, introduced February 5, 1906: 

Hawaii, during its independent state, was always a well-organized 
government, earnestljr endeavoring to exist in its independence and 
striving to carry on its aflfairs economically and within its revenues. 
It was dependent to a large extent on the revenue derived from its 
customs duties to maintain and pay the expenses of the diflferent 
government bureaus. The fundamental form and principle of govern- 
ment was carried on as nearly as possible on American principles and 
ideals; even in the old days of the monarchy this same spirit oi Ameri- 
canism permeated and prevailed in everything undertaken during that 
period. 

To demonstrate more fully this spirit which then predominated, I 
refer to the time when King David Kalakaua, the deceased uncle of 
our Delegate to this Congress, visited this capital to induce this Gov- 
ernment to enter into closer trade relations, and succeeded in what 
then was considered the phenomenal result in securing the reciprocity 
treaty between the two Governments. After years of enjoyment in 
witnessing the ^ood resulting from his eflForts, does it not seem that 
the hand of destiny guided him again to these shores to further cement 
the friendship, the Aloha of the two nations in his death ? 

I may here say that the Hawaiian people can not forget the great 
respect and courtesy shown by the United States Government, and the 
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manner in which they were shown, in the returning of the body of the 
deceased King Kalakaua. It was a memorable event, which can never 
be forgotten by the Hawaiian people. 

The American -Spanish war, coming as it did so suddenlj^ found us 
so imbued with the sympathy and nervous anxiety to become absorbed 
in the great paternal nation by annexation has become very apparent 
since. The customs and internal revenues have been paid over as our 
contribution to the Federal Treasury, leaving us to support the run- 
ning expenses of the Territorial government from moneys derived 
from personal taxes, real estate, income taxes, etc. Since annexation 
the Territory has been compelled to sell its bonds under legislative 
authorization for the necessary educational, permanent, and public 
improvements. We have continually hoped and never doubted that 
the Fedeml Government in its wisdom and at the proper time would 
rectify this most serious dminof revenue derived from customs duties. 
Will not the result, if the Federal Government allows, say, three- 
fourths of this contribution of Hawaii to be appropriated and used for 
Federal buildings, harbor improvements, and other public works, 
educational school buildings, etc., be a good investment and help and 
assist to build up a greater American community than at present exists. 
Hawaii has shown her worth and shown what she can do, and asks 
that she may be allowed to use some portion of her dowry that will be 
creditable, not only to herself, but to the whole United States. 

It is is ver}^ apparent that the United States of America is to be the 
greatest commercial nation in the world, and is fast fulfilling her des- 
tiny as such, which the All- Wise Creator planned she should become. 
She has extended her sphere of influence still farther west, from the 
Pacific coast over the Pacific Ocean till the shores of the Far East are 
reached, and I may say also that the All-Wise Creator in his wisdom 
placed the annexed Territory of Hawaii just where it is for the pur- 
pose and in furtherance of -the fulfillment of her destin3\ 

In view of the fact that the Federal Government has undertaken the 
completion of the Panama Canal under pressure of the great national 
commercial spirit developing, it is right in the line of wisdom that 
their outpost island Territory of Hawaii should now be preparing 
herself also to improve her harbor facilities and public buildings and 
other necessary improvements, in order to be ready to receive the 
vast amount of trade and tonnage that surely is bound to make her a 
port of call, both going and coming, between the Atlantic and Pacific 
coasts and the Far East, so that she will not be found wanting when 
that epoch arrives. 

That is all I have to say, Mr. Chairman. I thank you. 

STATEMENT OF ME. J. E. GAIT, TEEASTJEEE HAWAIIAN TETJST 
COMPANY, OF HONOLTJLTJ. 

Mr. Galt. Mr. Chairman and gentlemen, I am connected with the 
Hawaiian Trust Company, of Honolulu, as treasurer. I just wish to 
touch on and emphasize a few points that have already been brought 
out, and also to answer more fully a few questions which have been 
asked by different members during the sessions — principally day 
before yesterday. 

Before touching on these points I would like to impress upon your 
minds the fact that in many of the arguments and statements which 
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have been made the impression may Have been given that we are in 
an extremely bad condition there, that we are almost insolvent and 
on our last fegs. That is not true. At the same time we do feel in 
our hearts and in our judgment that our position is now such that we 
are in need of assistance. We feel that we are asking for what is fair 
and just. At the same time if we do not get it we have no idea of 
throwing up our hands. We are going to stand up just as straight as. 
ever and go back and tight just as hard to keep up to as high a stand- 
ard as we possibly can. 

In answer to a question day before ^^esterday a statement was made, 
I think inadvertently, that our sugar corporations owned most of the 
land under sugfar cultivation. This is not so. It is far from being so. 
The great majority of the lands under sugar cultivation are owned in 
fee by the government, by estates, and by individuals. 

Take for instance the plantations right on the island of Oahu, on 
which Honolulu is located. The Ewa plantation, which is our banner 
plantation, produces the largest number of tons of sugar to the acre of 
any plantation we have in the islands, and owing to that fact has given 
a wrong impression on the outside that all our plantations produce as 
much. Ewa produces between thirt}^ and forty thousand tons of sugar 
a year and holds its lands under leasehold. Then there is the Waialua 
plantation, producing 20,000 tons of sugar now, with a strong prospect 
of increasing her production to that of Ewa. It has under its control 
about 35,000 acres of land. About 4,000 acres of that land it owns in 
fee, and the entire balance is under leasehold. 

It is the same way with Kahuku plantation. All of its lands are held 
under leasehold. 

Another is the Waimaualo plantation, which is smaller. The lands 
belong entirely to the government, and are held under leasehold by 
the corporation. 

Mr. Cole. You mean the Territorial government? 

Mr. Galt. The Territorial gov^ernment; yes. 

Mr. Cole. In that case, does the government own it? 

Mr. Galt. Not all of it. Some of it is owned by individuals and 
estates. 

Mr. Cole. How long do the leases continue, as a rule? 

Mr. Galt. I think most of them are long leases, running about 
fifty years. They probably have now from twenty to twenty-five or 
thirty years to run, roughly speaking. 

The Chairman. The reason for those long leases or one of the 
reasons was the difficulty of breaking up the ground and preparing it 
for the growth of sugar, was it not? Was not that one of the reasons? 

Mr. Galt. I was just going to touch on that very point. Reference 
was made day before yesterdav by one of the committee to Governor 
Carter's report of 1904, in wtich on page 41 it shows that out of 
424,422 acres of government lands leasea the total revenue derived 
by the Territorial government is |8,005, or an average of less than 2 
cents per acre. 

I would like to call attention to a statement made by the governor 
just before those figures in his report, which is as follows: 

The Crown-land leases in many cases were evidently used for political or other 
purposes. Larpre tracts of valuable land were and are to-day under lease at mere 
nominal rentals, such as no sane |)erson would accept as the actual rental of the land. 
As an example, 500 acres of land in and adjoining the city of Honolulu is under lease 
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to expire in 1902. The Crown received and the government now receives for this 
land the sum of $100 per annum. The lessee sublets the land at an annual net profit 
of about $12,000 per annum. There are 2,800 acres on Kauai for which the govern- 
ment receives $800 per annum that clear the lessee $10,000 per annum net. This 
man is a nonresident and subleases. Many other instances of like kind exist. 

On the following page the governor states in his report: 

The unfortunate part, to the present generation, of this matter is that a large 
majoritj?^ of these leases are still in existence and have many years to run. The 
Republic of Hawaii by its laws merged the Crown and Government lands under the 
head and title of public lands and placed their control in the hands of a commis- 
sion of three. 

These leases were made years ago by the Crown, when there existed 
a monarchical form of government. Those Crown lands were sup- 
posed to be the private property, or at least the revenues from them 
were for the personal use of the Crown, arid the reigning monarch had 
a perfect right to lease those lands at any rentals he or she saw fit. It 
was in those days that those long lease were made, which have still 
many years to run, and which have been inherited by the present 
government; and they can not be altered until such time as the 
leases expire. 

Mr. Lloyd. Would it bother you if 1 interrupt you? 

Mr. Galt. Not at all. 

Mr. Lloitd. I notice that the governor in his reports, both in 1904 
and in the present report, recommends that thelease period be extended 
from five /years to twelve years. 

Mr. Galt. Yes, sir; and I will be very glad to recommend the same 
thing; and I had in mind touching upon that in just a minute or two. 
I would be glad to answer it now if you desire. Do you wish to know 
the reason why that is recommended? 

Mr. Llotd. I understand the reason the governor gives. But I 
want to know what you have to say about it. 

Mr. Galt. As these old leases expire, of course, the most valuable 
of those lands are lands that can be cultivated for sugar. Und«r the 
organic act, as it now exists, the Government can not make a lease of 
any of those agricultural lands for a period longer than five years. 
The sugar corporation, facing the large expenditures which it has to 
make in order to produce the sugar, and facing the fact that it takes 
eighteen months to two years to secure a crop of sugar, can not be 
expected to give high prices for those lands for a period of five years, 
at the end of which time they have not the faintest idea as to whether 
they are going to get a renewal of the lease even on the same terms 
as before, if at all. 

Mr. Lloyd. Is it your idea that you will divide up those great 
plantations and allow them to be sold out to individuals and have pri- 
vate holdings instead of Government holdings? 

Mr. Galt. Not.all of them. Some of them, yes. It is a very strong 
policy of the present administration out there to take portions of those 
lands — and the question is being very strongly agitated — in the 
endeavor to secure a class of immigration, a class of men who will be 
eligible to become American citizens, to come there, and be given the 
opportunity of getting the fee of those lands and living on them and 
cultivating them. 

Mr. Lloyd. In the form of lease that is made, which makes a con- 
tract between the Government and the individual, is there any provi- 
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sion that the lands ma}' be sold if the law is changed to authorize indi- 
vidual holdings? 

Mr. Galt. Not that I know of. 

Mr. Llotd. The lease would remain in existence until the termi- 
nation of the five years in any event? 

Mr. Galt. I believe so. 

Mr. Lloyd. Do you know anything to the contrary, Mr. Smith? 

Mr. W. O. Smith. The contract would run for its term. 

Mr. LoEBENSTEiN. All the leases that have lately been executed 
between the Territory of Hawaii as lessor and the lessee contain a pro- 
viso whereby the Territory can at any time, by giving reasonable 
notice, take over that land for homestead or other settlement. 

Mr. Lloyd. That is the point I want to get at. It is a very proper 
provision. 

Mr. Webb. What proportion of the lands in the Territory are 
owned by the Territorial government? 

Mr. Galt. I do not know. Mr. Loebenstein, can you answer that? 

Mr. Webb. That is, all the lands. 

Mr. Loebenstein. The question is, what proportion of the lands 
are public lands? 

Mr. Robinson. What proportion are owned by the government? 

Mr. Loebenstein. Out of the total of over 4,000,000 acres among the 
ditferent islands of the Hawaiian group there are a little over three 
million acres of land belonging to the government, of which about 
85,000 acres are utilized at the present date by the sugar-cane growing 
corporations, and the remainder for various arable and agricultural 
and pastoral purposes. 

Mr. Webb. What proportion of the other million acres is used for 
agricultural purposes? 

Mr. Loebenstein. For agricultural purposes? 

Mr. Webb. Yes. 

Mr. Loebenstein. It is hard to tell. The figures I give you repre- 
sent the outside figures of the land under cultivation for sugar cane, 
and for agricultural and pastoral purposes. .Of the total, 85,000 acres 
are now under cultivation for sugar-cane growing purposes. 

Mr. Lloyd. What, in your judgment, would be a reasonable valua- 
tion per acre for the 85,000 acres. 

Mr. Loebenstein. It is a diflicult question to answer, for the reason 
that these areas cover all sorts and conditions of land. 

Mr. Lloyd. I appreciate that; but I thought 3^ou would have some 
general idea. 

Mr. Loebenstein. It differs at high and low elevations. Some of 
the lands require irrigation; others become productive by natural 
rainfall. I believe reference to the taxes which have been imposed 
and which have been submitted by my colleagues who have preceded 
me here will give you the idea. They run from $40 to $150 an acre. 

Mr. W. O. Smith. Depending very much on whether there is water 
for irrigation. 

Mr. Lloyd. Do you think it would be safe to say it would average, 
say, $75 an acre? 

Mr. Loebenstein. I believe it would, Mr. Lloyd. You must bear 
in mind that the ditferent elevations determine the facility of crop 
bearing. In some localities it takes three years or more before a crop 
matures. 

R T H— 06 4 
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The Chairman. As I understand the general shape of these lands is 
triangular, the base resting on the sea and the apex toward the higher 
part of the island. The lower part which comes down to the sea is 
used for raising rice, and that sort of crops; the lands that are higher 
are the sugar lands; and higher up are the grazing lands. 

Mr. Galt. That is it, approximately'. 

Mr. W. O. Smith. 1 think there may be a wrong impression given 
to the committee, unintentionally. Mr. Loebenstein does not mean 
to say that the 85,000 acres of land cultivated in sugar are all on pub- 
lic land. 

Mr. Webb. I got that impression. 

Mr. Lloyd. I got that impression, also. 

Mr. W. O. Smith. Eighty -five to ninety thousand acres are cane 
land, but it is not all public land. 

Mr. Lloyd. I had that idea. What«per cent is Government land? 

Mr. W. O. Smith. We could hardly say that, I think. 

Mr. Loebenstein. I could submit that later on. 

Mr. Lloyd. I would like to have it, and also how much of it is 
pasturage land 

Mr. Webb. And how much is rice land? 

Mr. Lloyd. I think it is in the report, but I am not sure. 

Mr. Loebenstein. I think you will find the figures in the archives 
of the Interior Department, more especially in a report of Governor 
Dole, of May, 1900. 

Mr. Lloyd. The onl}^ point I was concerned about was the reason- 
able estimate of the value of the Government holdings that a^e tilled 
in sugar. You say it would probably be worth $75 an acre? 

Mr. Loebenstein. On an average. 

Mr. Lloyd. 1 would like also, in that connection, to get an estimate 
of the value of the other lands that are owned b}^ the Government. 
Take the pasture lands. 

Mr. W. O. Smith. I think we can get it from the governor's report. 

Mr. Lloyd. I do not think we get the value, except by combining 
them all together. We get the value of the real estate in the island, 
and the value of the personal property in the island, but 1 do not know 
of anything that shows the value of the Government holdings in the 
island. 

Mr. W. O. Smith. Have you a copy of Mr. Knox's report, made 
during 1900, when we were discussing the organic act? I think there 
were estimates there that would cover the point. If you have not 
that report, we can get it from former reports. 

Mr. Webb. Do you know what is about the average future life of 
these Crown leases? Some expire in five, some in ten, some in thirty 
years? 

Mr. Galt. I do not know. 1 should say as a guess, that they run 
up in the neighborhood of twent}" 3^ears — the most valuable Crown 
leases. 

Mr. Webb. Do you think after that you will get suflScient money 
to run the government all right? 

Mr. Galt. It seems to me that the revenues from those old leases 
as they expire will make a big ditference in the financial condition. 

Mr. Webb. You will lease the land at a higher price and thus get 
more revenue? 

Mr. Galt. Undoubtedly. 
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Mr. W. O. Smith. The policy is that as these government lands 
come in, as the leases expire, they do not wish to rent the lands to the 
present enterprises, but so far as they can they wish to have them 
divided up into smaller holdings for immigrants. It will be taken up 
on low valuations, but on the conditions of residence and pultivation. 
That will not add to the revenue except through taxation and the gen- 
erally improved conditions; and while we will get more rents as the 
new leases are made a number of things militate against it. 

Mr. Lloyd. 1 remember distinctly that when the organic act was 
framed the purpose then was to have the holdings divided up and to 
have private ownership. At that time this committee was very much 
adverse to the idea of having these great tracts of land owned by for- 
eign corporations. They considerea that the whole property should 
be owned by Hawaiians and should be divided up into such holdings 
00 that Hawaiians might own the property. 

Mr. W. O. Smith. That idea has been in mind right along. 

Mr. Lloyd. I mean, of course, citizens of that country, whether 
they be native or white. 

Mr. W. O. Smith. The main industry of raising sugar is only pro- 
ductive when it is carried on on a large scale. The margin of profit 
IS small. It has been almost impossible for us to compete with Cali- 
fornia. The difficulties of transportation, and the cost, have made it 
almost prohibitive; but we are trying to get in settlers of the right 
kind to take up land for bona tide settling purposes and not for specu- 
lation. However, it is a very slow process. 

Mr. Powers. To make sugar raising profitable you want a pretty 
large output? 

Mr. W. O. Smith. You have to have a large output. Unless you 
have it will not pay. It is only ^by having a large output, with a 
small fraction of a cent of profit on a pound of sugar, that any profit 
can be made. 

Mr. Powers. I am told that in Cuba the machinery on one of the 
plantations cost $250,000. 

Mr. W. O. Smith. We have a plantation where the pumping station 
for irrigation purposes cost $500,000. On the island of Oahu last 
year it cost for coal $30,000 a month for pumping water to irrigate 
the cane fields. 

Mr. LoEBENSTEiN. We on the island of Hawaii do not have to irri- 
gate at all. 

Mr. W. O. Smith. No. On the northeast side where the trade winds 
come there is quite a large area that does not require irrigation, 
but tht. great bulk of the sugar lands do require irrigation. They 
have in many cases water ditches costing $300,000 and $600,000. 
They sometimes have 5 or 10 miles of tunneling through the mountains 
to get water. It is the pumping plants that require such large capital. 
If a man has only small means'it would not pay him to go into it. 

Mr. W^EBB. What is going to become of the improvements on the 
leased land when the leases expire? 

Mr. W. O. Smith. It is not all leased. 

Mr. Webb. But there are some valuable improvements on the 
leased lands? 

Mr. W. O. Smith. Where the fee is iti private parties it will be 
to their interest to lease again. When it is owned by the Govern- 
ment I think the intention has been, and that it will prevail, to grad- 
ually cut them up, not all at once, so as to cripple existing enterprises. 
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Mr. Webb. I mean, what is to become of the machinery, the build- 
ings, and the improvements^ 

Mr. W. O. Smith. The buildings are rarely put up on leased land, 
but when they are it would necessitate a long lease. That is the rea- 
son for having a long lease, so that even if at the end of the term the}'^ 
can not renew the lease it would pay for the improvements and a rea- 
sonable profit. 

The Chairman. Would the land be of any value if it were not irri- 
gated 'i 

Mr. W. O. Smith. Some of it. 

The Chairman. I mean outside of that part you speak of, where the 
trade winds were. 

Mr. W. O. Smith. There are other lands suitable for grazing. They 
also enter more and more into the matter of fruit culture. 

The Chairman. When the lands were originally leased were they 
known to possess large value? 

Vlr. W. O. Smith. Some of them were known to be valuable. Some 
of these leases were made before even the reciprocity treaty was 
obtained. 

The Chaikman. Have they any value without irrigation? . 

Mr. W. O. Smith. They were simpl}^ valuable for pasture land. 
" The Chairman. How much would they be worth for pasture land? 

Mr. W. O. Smith. It depends on the location — anywhere from 26 
cents to $10 an acre. 

The Chairman. The great increase in the value of the lands has 
been brought about by irrigation and improvement for sugar-growing 
purposes ? 

Mr. W. O. Smith. Very much so. 

Mr. Galt. 1 think the bulk of those sugar lands, leased 3 ears ago, 
w^ere almost barren, and it required enormous capital and great enter- 
prise to make them as valuable as they are to-day. 

Mr. Lloyd. It is volcanic soil ? 

Mr. Galt. Entirely. 

Mr. Lloyd. Requiring the use of steam plows to break it up ? 

Mr. Galt. Yes. 

Mr. Lloyd. And requiring irrigation to make the lands productive 
afterwards? 

Mr. Galt. Yes; where there is not sufficient rainfall. During the 
last few years scientific soil analysis and fertilization have been the 
means of increasing the sugar crop, but years ago, when the leases 
were made at these ridiculously low prices, individuals could never 
have improved and developed the lands as they have been developed. 

Mr. Powers.' Therefore the low leases were, in fact, from a certain 
standpoint beneficial to the island. 

Mr. Galt. I think so, on the whole. 

Mr. Powers. They went on and esta*blished these sugar plantations 
and make these waterworks and expended thousands of dollars. 

Mr. Galt. The}'^ have undoubtedl}" been the means of making the 
country what it is to-day as a sugar producer. 

Mr. W. O. Smith. In Mr. Knox's report of February 12, 1900, on 
the matter of the organic act, 3^ou will find on pages 51 to 57 a table of 
all the Government lands, showing the area in acres in each district of 
each island and its value, with remarks in regard to whether it is good 
grazing land, whether it is rocky land, dense forest, and so forth, giv- 
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ing the kind of land right through. It is given right there from the 
government records. 

. Mr. Case. I have in mind a case where years ago the government 
leased quite a tract of land to a plantation for a small rental. I think in 
that instance it was $5 per acre per year without the water. The plan- 
tation was in a position to get the necessary water to put on the land 
and to remove some of the rock. 

Recently a controversy arose between the Territory an e planta- 
tion, and the government very naturally wanted a rental out of the 
land that would be in keeping with' the returns, which wo d make it 
several times 15. Of course the plantation very naturally said, "' Sup- 
pose we remove our water from your land, what then will be its value?" 
And they were right, and it was absolutely worthless to anyone else, 
situated as it was. 

1 know of another large area in connection with a given plantation, 
where from the main road, near the sea, one could easily walk from 
stone to stone, never putting your foot on the soil, to the foot of the 
mountain. None could have gone there and have done anything with 
it in the way of cultivation. The plantation, having a surplus of water 
which, as Mr. Smith has described it, had been carried for miles, 
removed many of the stones and ran the water in between those remain- 
ing, and thus planted the laud in cane. The land was worth nothing 
to an}^ one other than the plantation that had the money necessary to 
develop it. 

Mr. Powers. I can readily see how the people who gave the leases 
for a nominal sum may have been wise in their generation, and that it 
has been very beneficial to the island. 

Mr. Galt. I would like to refer again to Governor Carter's report 
of 1904, on page 49, which shows certain leases of government lands 
at the commencement of Governor Carter's administration. I will 
mention two or three instances there. Here is one case of a small area 
of 75 acres leased for five years at a rental of $220, w^hich would 
amount to about $3 an acre. 

Here is another instance of 186 acres of similar land, leased at $600, 
which would be about $8 per acre per year. 

Here is another instance of 15 acres of rice land, leased by the gov 
ernment at $330 per annum, or about $22 an acre. 

Here is still another instance of 49 acre^ of rice land, leased at an 
average rental of about $30 p^r acre. • 

Also, in (irovernor Carter's report of 1905, on page 57, are shown 
additional leases made during the 3^ear ending June 30, 1905. . There is 
one instance of agricultural land leased at $6 to $7 per acre, 347 acres, 
$2,200. This report shows that the total area of lands leased during 
the year ending June 30, 1905, amounted to twenty-six odd thousand 
acres, at a total rental of about $10,000, or 40 cents per acre. 

The Chairman. The Government taxes those holdings? 

Mr. Galt. Yes. 

Mr. Powers. Twenty-six thousand acres at $10,000, or 40 cents per 
acre. 

Mr. Galt. A large proportion of that 26,000 acres is largely waste 
land. Only a small part of that land would be actually cultivated; 
but I mention that to show what our government has been doing in 
the way of largely increasing the rentals from the lands which it is 
leasing. 



54 REVENUES IN THE TERRITORY OF HAWAII. 

Mr. Lloyd. Is it not true that the most valuable lands have the 
longest leases. 

Mr. Galt. 1 think it probably is true. The leases of some of the 
valuable lands are expiring from time to, time, but the great majority 
of the most valuable government lands, suitable for sugar cultivation, 
are under long leases. 

Mr. Lloyd. You spoke of a lease of 186 acres at|3 per acre. Was 
that sugar land ? 

Mr. &ALT. That was a combination of sugar land and what is known 
as kula land, or high land not necessarily suitable for sugar. 

Mr. Lloyd. In those small holdings, when the}^ rent tbem as sugar 
lands, the small holdings are used in connection with larger holdings. 

Mr. Galt. Yes. 

Mr. Lloyd. Can you answer how many sugar corporations there 
are there '^ 

Mr. Galt. I should say about sixty. I have data here showing the 
returns from 53 and 58 during the last three years, which I will cite 
in a few minutes. 

I think there is a prevailing opinion on the mainland here that sugar 
is productive of great wealth at all times. There are times at which 
it does produce a very handsome return; at other times it does not. 
In the long run I think the average returns are not larger than in 
other industries in the mainland, and possibly not as large. Without 
any intention of trying to show that there is no money to be made in 
sugar, I think you would be interested to hear this information in 
regard to our plantations 

Mr. W. O. Smith. May I be pardoned one more interruption? In 
connection with the leased lands I would like to say that under the 
Hawaiian laws the public lands can not be leased by private lease. 
They have to be leased at public auction, with three weeks' notice, and 
the Government to protect itself will not put up such a lease until it 
gets a substantial upset price which is satisfactory. It is then put up 
at public auction. 

Mr. Lloyd. I understand that. 

Mr. Galt. It costs from $150 to $200 an acre to produce sugar on 
the land, and while some of our plantations produce as high as 12 and 
15 tons per acre — and those are few and far between — the average pro- 
duction of sugar throughojit the island is about 4 tons of sugar to 
the acre. 

Mr. Lloyd. How much is the sugar worth? [ do not mean this 
year, but take it for the last four or five 3^ears. About what has been 
the average? 

Mr. Galt. Between 3 and 31 cents, I should say. I was going to 
take a concrete instance. Take the cost of production at $200 per acre. 
That covers the cost of planting, maturing that sugar cane, taking it 
.oflF, having it ground, having the sugar extracted at the mill, and 
bagged ready for shipment. That is a cost of $200 for 4 tons of 
sugar, or $50 a ton. In addition, it costs $12 to $15 a ton to transport 
thatsugar to the market, to cover it with insurance in transit, and to 
pay the commissions, and to cover the cost of marketing and the 
nandling of the sugar through brokers and agents. Taking an average 
of $12.50 a ton for what we call marketing brings the average cost of 
placing a ton of sugar on the market up to $6i.50. That sugar at 
ItO a ton, costing $62.50 per ton to put it on the market, gives a 
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margin of $7.50, or 12 per cent profit. On the other hand, there have 
been many times when we have received less than $60 a ton for the 
sugar, and taking it at 8 cents per pound, and costing $62.50 a ton to 
market it, 3^ou see we are on the other side of the balance sheet. 

Mr. Webb. Have you sugai^efineries? 

Mr. Galt. No; we do not renne sugar. One of our sugar planta- 
tions is refining some sugar by, I believe, the crude sulphur process. 

Mr. G. W. Smith. They are bleaching it. 

Mr. Galt. Yes; bleaching the sugar. 

1 would like to quote a few figures, showing what our aggregate 
plantations have done during the past few years in the way of making 
profits. Of course you all recognize that sugar is our king, and must 
bring to us some return. 

In 1903, out of a total of 58 sugar plantations, with an aggegate cap- 
ital of about $69,000,000, the net profit on that capital was 1.31 per 
cent, and the dividends paid that year were 21 per cent. They paid 
out really more than they gained in 1903. 

In 1903, out of an aggregate of 56 sugar plantatations, aggregating 
a capital of about $65,000,000, there was a net profit of 7.02 per cent, 
and the dividends on the capital stock amounted to 2.4 per cent. 

In 1904, out of 53 plantations, with an aggregate capital of about 
$65,000,000, just about the same profit was made, 7.02 per cent, and 
the dividends paid amounted to 2.96 per cent. 

Mr. Powers. Why did they pay so low dividends? 

Mr. Galt. Principally because they were trying to make good for 
the increase in the sugar production, which involved an outlay of 
many millions of dollars, in the installation of larger mills, and in 
increasing the area of cultivation. 

Mr. Powers. They were putting the surplus into improvements 

Mr. Galt. Yes. In the last six or eight years. I think it is a con- 
servative statement to make that our sugar plantations have had to bor- 
row in the neighborhood of $15,000,000 under bond issues, in order to 
take care of their increased crops. 

Mr. Reynolds. What i-elation does the capitalization bear to the 
real value of the propert}^ ? 

Mr. Galt. I think on the whole the assets of the majority of our 
plantations are worth considerably more than the capital stock. 

Mr. Powers. Can you tell what the capital stock cost the persons 
that first capitalized it'^ 

Mr. Galt. I think there are very few cases in which the capital 
stock has been increased, except conservatively. 

Mr. Powers. I mean when you handed the stock around among 
people, did they put in 100 cents on the dollar or less? 

Mr. Galt. 1 think in most instances 100 cents on the dollar was put 
in. In a few cases there have been increases made by stock dividends. 

Mr. Powers. I thought possibly the capital stock might represent 
some water. 

Mr. Galt. 1 do not think we have much inflation of stock in Hawaii. 

I would like to refer further to Governor Carter's report of 1905, 
on pages 36 and 37, showing the revenues and disbursements of the 
Territory. A cursory examination of the revenues will show that out 
of the total receipts of $2,411,426.31 the great bulk has been received 
from taxes, while the disbursements show a net current indebtedness 
July 1, 1905, of over half a million dollars. 
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A note at the end of the page explains the situation. It reads as 
follows: 

During the twelve months included in this report current receipts of the Territory 
have exceeded the obligations incurred during the same period by $86,849.91, which is 
in marked contrast to the twelve months perioipreceding, where the current receipts 
were $495,948.91 short of meeting the obligations incurr^. 

This means that in the last two years the Territory, by cutting and 
pruning, has made a reduction in its expenditures of about 25 per 
cent. One of the things which 1 think will appeal to you gentlemen 
as a very hard proposition which the government had to face was the 
necessity in making these reductions, of reducing the salaries of all the 
school-teachers about 20 per cent, ctftting down their salaries so that 
the average wage of the school-teachers to-day is about $51 per month. 
That is a very small amount of money for a school-teacher, or anyone 
else, to live on in Hawaii. 

Mr. Reynolds. What is the length of your school term ? 

Mr. W. O. Smith. Nine months, altogether, with three months 
vacation. 

Mr. Galt. Another brief illustration of what we have had to do to 
meet the existing financial conditions is the method we have had to 
adopt to raise sufficient funds to look after the sanitary condition of our 
city. You are all aware of the fact that we have had and are con- 
stantly open to attacks of such diseases as the plague and cholera, and 
while the United States quarantine service is very effective in taking 
care of our ports, we are left to entirely raise the means for taking 
care of our city. The necessity of increasing our sanitary inspection 
was such that when the legislature could not provide the funds the 
merchants imposed a voluntary tax upon themselves, upon the goods 
which they bring into the country, and established a fundwhich for 
several years has been largely turned over to the board of heath in 
order to preserve the health of the community. 

Mr. Cole. Is it more expensive to live in Hawaii than in the United 
States? 

Mr. Galt. I should sslj it is. 

Mr. Lloyd. In this connection 1 would like to ask a question, and I 
do not know but that this is as good a place as any to ask it. Are you 
expending anything at present for pensions? 

Mr. Galt. Not to my knowledge. I believe our legislature gives 
the ex-Queen $7,500 per year. 

Mr. Lloyd. Is that all? 

Mr. GAiiT. The others are so small that the}'^ would not cut any fig- 
ure at all. 

Now, Mr. Chairman, these customs revenues, which have averaged 
during five years one million two hundred and odd thousand dollars a 
year, as already stated, were, before annexation, at the disposal of the 
Territorial government and were used by the government in connec- 
tion with the other revenues for carrying on not onl}^ the current 
expenses of the government but for public improvements. That 
money, from the time of annexation — one million two hundred odd 
thousand dollars a year — has come to the Federal Treasury, and we 
are constantly faced with the situation of making good the shortage of 
about one-third of our total revenues to maintain the same standard 
.which we had reached at that time. 
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Mr. Webb. What is the difference between the amount of mone}' 
you are allowed to expend now, or do expend in the Territorial gov- 
ernment, and what you expended before annexation; can you tell me? 

Mr. Galt. The principal difference is this: That in keeping up to the 
same standard we have been obliged to go outside and to borrow the. 
equivalent of the money, and more than the equivalent of the money, 
that we get from the cu8tx)ma revenues in order to keep up the standard 
of public improvements. 

Mr. Webb. What was the amount of revenue from the custom- 
house and your internal system before annexation, and what is it now? 
In other words, 1 want to know the difference. Is it a million dollars, 
two hundred thousand dollars — '■ — 

(A bystander made a remark which was not understood by the 
reporter.) 

The Chairman. When any interruption occurs the gentleman will 
please state his name, and speak clearly. We are all interested in 
this, and I think we ma}^ derive information from this hearing. 

Mr. Lloyd. Mr. Gait, can you give us an itemized statement of 
that item of $1,917,341.16 in the disbursements, page 37'^ 

Mr. Galt. In the 1905 report? 

Mr. Lloyd. Yes. ''Departmental expenses July 1, 1904-June 30, 
1905, being amount of warmnts drawn by the auditing department?" 

Mr. Galt. 1 can not give it to you at this minute. I think 1 can 
procure it. 

Mr. Lloyd. Just go on. I do not want to interrupt you further. 
You say you can get it. I would be glad to have it. 

Mr. Webb. Since annexation vou have been deprived of the expedi- 
ture of about $1 ,000,000. 

Mr. Galt. An average of $1,200,000; and we have had to make that 
up b}' increasing our taxes among our people. The taxes for the year 
1905, which were actually collected, amounted to $1,941,184, which 
shows an increase of over 50 per cent in our taxation. We feel that 
we have just about reached the limit of increasing taxes. The people 
can not stand any further increase. 

Mr. Lloyd. Did you pay 1 per cent prior to annexation? 

Mr. Galt. Taxation? 

Mr. Lloyd. Yes. 

Mr. Galt. Yes; the same rate has prevailed. 

Mr. Lloyd. In the vear preceding annexation vou paid on a valua- 
tion of $75,000,000, and in 1905 you paid on the valuation of $133,000,000, 
showing an increase in that time of nearly $60,000,000 in valuation of 
property. 

Mr. Webb. Nearly 100 per cent. 

Mr. Lloyd. Yes. 

Mr. Galt. I was quoting the average increase for live years, since 
annexation. 

Mr. Lloyd. The point I am getting at is that your assessment 
shows propert}^ has increased in value from $76,000,000 in 1899 to 
$133,000,000 in 1905. 

Mr. Galt. Our property has not increased in value to sluj such 
extent, but our tax oflBce has been obliged to abitrarily raise the 
assessed value in order to get sufficient revenue to carry on the gov- 
ernment. That is the explanation of th^at. 
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Mr. Webb. Does the report you read from give the assessed or the 
actual valuation? 

Mr. Galt. The assessed value. 

Mr. Webb. That report does not say that is the actual value, but 
the assessed value which these gentlemen sa}^ they have been bound 
to increase on the ground, of necessity. 

Mr. \V. O. Smith. Prior to 1899 our tax returns used to have a 
clause at the bottom which would read: "Less 33^ per cent, to bring 
up the cash value.'' That w^asi deducted, and the tax was paid on 6^ 
per cent of the valuation. That has been eliminated from the tax 
return for the last five years, and we pay the full tax assessment 
placed on the property. 

Mr. (jalt. Our income tax is a new tax which has been assessed 
ivithin the past two or three years. It has increased the revenue about 
$150,000 a 3^ ear. We never had it before. It was simply another 
way of imposing some kind of a tax to raise revenue. 

Mr. Powers. You have also an inheritance tax? 

Mi. Galt. Yes, sir. 

Mr. Powders. But nobody has died there, 1 presume. It is such a 
fine place. 

Mr. Galt. I think we have almost every kind of a tax known. 

Mr. W. O. Smith. We have a stamp tax b}^ .which on any convey- 
ance up to $10,000 it is $2 a thousand. After you go over $10,000 it 
is a certain amount, and it is $4 a thousand for a stamp on a deed. 

Mr. Webb. Is that new ? 

Mr. W. O. Smith. No. We used to have a stamp duty, but it has 
been increased very much in the last five years. 

Mr. Case. If I may interrupt Mr. Galt, I desire to call attention 
here to the " Revenue, Territory of Hawaii, for the year ended June 
30, 1905. Receipts." It shows in detail all the various methods of 
taxation. 

Mr. Lloyd. You find that in the governor's report for 1905, on 
page 36. 

The Chairman. Perhaps it would be well to incorporate it. 

Mr. Case. As Mr. Galt says, we surely have almost every kind . 
of tax. 

Mr. Lloyd. They are very few in number. I think it would be 
well to put them in the report of the hearing. You might incorporate 
both subjects, Mr. Galt — the receipts and disbursements for 1905. 

The Chairman. Will you do that, Mr. Galt? 

Mr. Galt. Yes. 

The tables referred to are as follows: 

Revenue, Territory of Hawaii , fo-r the year ended, June SO, 1905. 

RECEIPTS. 

Licenses $107, 303. 16 

Revenue stamps 26, 255. 70 

Corporations and copartnerships 1, 827. 00 

Inheritance tax 6, 271. 71 

Insurance tax and filing fees 8, 509. 59 

Accrued interest on bonds 7, 757. 08 

Real-estate tax 609, 343. 72 

Personal-property tax 570, 654. 55 

Carriages, carts, and drav tax 18, 148. 00 

Road tax '. 99,996.00 
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School tax $99, 996. 00 

Poll tax 49,998.00 

Dogs and tags tax 5, 395. 50 

Penalties and costs tax account 15, 429. 60 

Income tax 157, 057. 98 

Bureau of conveyances 13, 615. 00 

Land registration court 823. 22 

Rents, public works 38, 204. 27 

Excavator and garbage 8, 803. 25 

Sewerage 13, 155. 88 

Market 1,127.70 

Weights and measures 105. 65 

Land sales, public works 139. 85 

Waterworks 131, 336. 90 

Wharfage, Honolulu 29, 270. 34 

Pilotage, Honolulu 21, 890. 63 

Wharfage and pilotage, other islands 3, 696. 75 

Kerosene storage 5, 910. 57 

Powder storage 1,352.09 

Bureau of health 23, 316. 26 

Judiciary department,. 75,614.161 

Agriculture and forestry 459. 25 

Survey 531 . 30 

Land sales, public lands 37, 253. 92 

Land revenue, public lands 130, 763. 95 

Department of public instruction 6, 828. 31 

Secretary of the Territory 7, 990. 25 

Auditing department 223. 25 

Miscellaneous realizations 18, 156. 68 

$2, 354, 813. 02 

Cash balance July 1, 1904 56,613.29 

Total receipts 2,411,426.31 

DISBURSEMENTS. 

Outstanding warrants July 1, 1904, legislative and those 

drawn by the auditor 1720, 093. 99 

Departmental expenses July 1, 1904-June 30, J 905, 
being amount of warrants drawn by the auditing 

department 1, 917, 341. 16 

Interest on bonded debt 119, 236. 40 

Interest on registered treasury warrants 19, 758. 20 

Regular and extra session legislature, 1905 54, 679. 09 

Transferred to road tax special deposit 1 18, 144. 00 

Transferred to land sales special deposit 37, 980. 71 

Transferred to land sales special deposit, legislative res- 
olution No. 6 761. 36 

Unpaid warrants, 1898-99 62. 19 

2,988,057.10 

Less receipts 2, 411 , 426. 31 

Net current indebtedness July 1, 1904 576, 630. 79 

RESUME. 

Outstanding warrants Julv 1, 1904 $720, 093. 99 

Less cash on hand July 1,"^ 1904 56,613.29 

Net floating indebtedness July 1, 1904 663, 480. 70 

Outstanding warrants July 1, 1905 636, 039. 28 

Less cash on hand July 1, 1905 59, 408. 49 

Net floating indebtedness July 1, 1905 576, 630. 79 

Floating debt reduced during twelve months ' 86, 849. 91 
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During the twelve months included in this report current receipts of the Territory 
have exceeded the obligations incurred during the same period by 1^86,849.91, which 
is in marked contrast to the twelve months' period preceding, where the current 
receipts were $495,948.91 short of meeting the obligations incurred. Figuring on a 
conservative basis, the fioating indebtedness of $576,630.79, outstanding at the close 
of the period just passed, will be all paid during the present year, and on June 30,. 
1906, there will be a cash balance in the treasury. 

The Chairman. Proceed, Mr. Gait. 

Mr. Galt. I feel confident that the more you look into our condi- 
tion and the more information you obtain about it the more nearly 
you will agree with us in our efforts to obtain this appropriation. As 
I said before, if we do not get it, all right. We are ^oing to do the 
best we can. If we do get it, it can be, and I think it will be, used very 
largely for our Territorial needs. That means either one of two things. 
We can decrease our present heavy tax, or if we can still maintain that, 
we will have just so much more to use for the purpose of progress and 
advancement. We are Americans, just as you are, and we are just as 
keen and anxious for our Territory not to retrograde or to stand still, 
but to advance and progress, as you wish to have your States do. 
And we are in earnest. We have made this long journey to give you 
our ideas and views on this subject, and we are well contented to leav^e 
the outcome in your hands. 

Mr. Lloyd. This is outside of this particular bill, but I would like 
to get the information I am about to ask of you about the islands. 
You gentlemen have come from there. The second recommendation 
of the governor is that the supreme court judges be increased in num- 
ber from three to five. This can only be done by amending the organic 
act. What have you to say about that, and what have you to sa}' as 
to the necessity of the increase? 

Mr. Galt. That is a matter of a legal nature, and I would prefer to 
refer this to Mr. Smith. 

Mr. W. O. Smith. Our supreme court consists of three judges, and 
the volume of work has grown. The interests involved, especially 
since annexation, have become greater, and we feel that it would be a 
stronger court if we had five judges instead of three. 

Mr. Lloyd. It is not the purpose, if you had five, to divide the 
work. You would simph^ have the same bench? 

Mr. W. O. Smith. The same bench, but increasing the nunjber 
from three to five. Wr have a large number of cases, and a large 
class of cases. That court is the court of last resort, and the field has 
grown to such an extent that I think it would be a desirable thing if 
the bench could be increased; but we are not here for that. 

Mr. Webb. How many months do they sit? 

Mr. W. O. Smith. It is a continuous term, except two months in 
the summer. 

Mr. Webb. Ten months out of the year? 

Mr. W. O. Smith. Yes; but they hav^e sessions from time to time 
to dispose of work. 

Mr. Lloyd. These three judges always sit together? 

Mr. W. O. Smith. Yes, sir. 
• Mr. Lloyd. Do they ever divide the court? 

Mr. W. O. Smith, is^o ; it is simply an appellate court. 

Mr. Lloyd. The next recommendation is ''An act clearly defining 
the jurisdiction of the circuit courts in Hawaii in reference to their 



EEVENUES IN THE TERRITORY OF HAWAII. 61 

power of naturalizing aliens and legalizing their previous actions in 
that respect, by amending section 100 of the organic act." 

Mr. W. O. Smith. There was a question under the organic act as 
to whether our local circuit judges had the power to naturalize. We 
have a United States district court there, with a judge who has cir- 
cuit court powers. He lives in Honolulu. On each island there is an 
adjoining district where the circuit judge presides at nisi prius trials. 
The question was whether under the organic act those cii'cuit judges 
had the power and authority to naturalize citizens. 

Mr. Lloyb. Are they assuming that power now? 

Mr. Hatch. They did assume it. 

Mr. Lloyd. The}^ did perform that function? 

Mr. Hatch. Yes. Since that power was questioned, I do not know 
whether it has continued. The doubt grew out out of the wording of 
the Federal law in regard to naturalizing, that the supreme and dis- 
trict courts may naturalize. 

Mr. Lloyd. It does not use the word ''circuit?" 

Mr. Hatch. No. 

Mr. Lloyd. The next recommendation is: 

''Congress to direct the Department of Justice to send out some one 
to conduct, with the assistance of local authorities, the condemnation 
proceedings and ascertaining the lawful value of the priv^ate fishing 
rights that have now been recognized b}' the Supreme Court of the 
United States as vested interests." 

What about that. Do any of you gentlemen know anything about 
that? 

Mr. W. O. Smith. Mr. Hatch, do you know about that? 

Mr. Hatch. I don't think that is considered as a very pressing 
mutter. 

Mr. Lloyd. The fifth suggestion is that the governor be given power 
of suspension or removal between sessions of the Senate of any 
appointed officer. 

Mr. W . O. Smith. That is a mooted question. The governor appoints 
the heads of departments and quite a number of the Territorial officers, 
with the jfpproval of the Senate. He appoints and removes with the 
approval of the Senate. There has been some question, and some 
difficulty, in regard to the matter of the power to remove heads of 
departments. He is the chief executive, and these heads of depart- 
ments under him are his appointees. The recommendation is that 
the law should be amended so that he would have power to remove 
between sessions of the legislature, w^hen the Senate was not available 
or accessible. 

Mr. Lloyd. Is it your judgment that that is a proper enactment? 

Mr. W. O. SmithI! I think it would be. 

Mr. Lloyd. Is it yours, Mr. Hatch, or is it a matter of no conse- 
quence? 

Mr. Hatch. Yes; I think the power of suspension is a matter of 
importance. 

Mr. Lloyd. And that is as far as you would go with it? 

Mr. Hatch. That is as far as I would go — tne power to suspend 
between sessions of the legislature. 

Mr. Lloyd. The next recommendation you have answered, With 
reference to the lease of lands. 
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Then he suggests as his seventh recommendation that j^ou have 
annual sessions of the legislature instead of biennial sessions. 

Mr. W. O. Smith. The governor recommends that? 

Mr. Lloyd. Yes; what is 3^our suggestion about that? 

Mr. W. O. Smith. 1 respectfully beg to differ from him. We have 
them once in two years, and that is about as much as we can stand. 

Mr. Lloyd. In that connection, is it not true that the session of the 
legislature was, in some way, limited by the organic act? 

Mr. W. O. Smith. It is limited to sixty days' sessions, but there can 
be a thirty days' extension by the governor, and special sessions can be 
called for on special occasions. But the session is limited to sixty 
days, with power of extension for thirty days longer. 

Mr. Lloyd. The governor, in his report of 1904, and also in his 
report of 1905, suggests that Congress should authorize the transfer 
back to the Territorj^ of the armory site. 

Mr. W. O. Smith. That is right back of the executive building. It 
has been used for our own national guard. It has been taken by the 
War Department and is used by the Federal military authorities, and 
the governor would like to have that for our local national guard. 

Mr. Lloyd. Do you see any special reason for that being done? 

Mr. W. O. Smith. If the Federal Government would provide proper 
accommodations for its own men, they would have no use for it, but 
it has been taken and we are left out of doors. 

Mr. Lloyd. It does not belong to the United States, then? 

Mr. W. O. Smith. It has been taken by proclamation, and therefore 
it belongs to the United States. 

Mr. Lloyd. By proclamation of the President? 

Mr. W. O. Smith. Yes. 

Mr. Lloyd. Was it taken without compensation? 

Mr. W. O. Smith. Yes. 

Mr. Hatch. No compensation is required with regard to any lands 
of the public domain taken by the United States. The provision of 
the organic act is that the President shall have power to set apart 

Mr. Lloyd. I know; but I thought possibly this belonged to the 
Territory of Hawaii, and if it did and the United States took it, it 
would be right to compensate the Territory of Hawaii, would it not? 

Mr. Hatch. It was part of the public domain. Prior to annexation 
it had been used for the purposes of the National Guard. It was not 
in use at the time, and the War Department found it vacant. 

Mr. Lloyd. Then there is no loss to the Territorial government in 
the matter? 

Mr. Hatch. It is a loss. Our National Guard is without any home. 

Mr. W. O. Smith. There is no loss of revenue? 

Mr. Hatch. No. 

Mr. Lloyd. I am trying to get at the question of right in the mat- 
ter. If this armory site really belonged to the Territory of Hawaii 
and the United States Government took it, while it may have had the 
right to do it, the question is whether you should not be compensated 
for the taking. 

Mr. Webb. Is not the superior title of all lands in Hawaii in the 
United States, and can they not set apart any portion of the Territo- 
rial land for the use of the public ? 

Mr. Hatch. Yes: and they have done so in many instances, without 
compensation. 
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Mr. Lloyd. But one of the complaints made here is that in num- 
bers of instances the Government has dqne this thing and has not com- 
pensated the Territory of Hawaii. I was trying to get at the equity 
of the matter, whether the Territory ought to be compensated if the 
United States .still continued the use of the armory site. 

Mr. Webb. The Territory derived no revenue from that site. 

Mr. Lloyd. He makes another suggestion, and it is made, I believe, 
by all the governors, that there ought to be some modification of the 
immigration laws so far as the Territory of Hawaii is concerned; 1 
presume so as to permit the admission of Chinese and Japanese? 

Mr. G. W. Smith. We have abandoned all idea of that kind. The 
governor is opposed to it strenuously. 

Mr. Lloyd. I am very glad to hear that. What do you say to this? 

One of the most important questions that concerns the future of these islands is 
the need of some modification of the immigration laws in order to provide an increase 
of population to develop the resources of this Territory to the fullest extent. Small 
as Hawaii is, American statesmen must recognize that the full development of these 
islands can not be obtained unless they are exempt from general legislation created 
for conditions that exist on the mainland or Atlantic seaboard. 

I construe it to mean the same as the preceding report and to refer 
to Chinese and Japanese. 

Mr. Galt. No; I believe our Territorial government has been 
informed by the oflScials at W^ashington that the Territorial govern- 
ment should have a class of immigrants capable of becoming American 
citizens; and that is what they look forward to having. 

Mr. Lloyd. That is all. 

Mr. W. O. Smith. I think Mr. Loebenstein would like to be heard,, 
Mr. Chairman. 

The Chairman. We will be glad to hear you, Mr. Loebenstein. 

STATEMENT OF ME. ALBEET B. LOEBENSTEIN, OF HILO, HAWAII. 

Mr. Loebenstein. Mr. Chairman and gentlemen, I presume you 
must be prett}^ well fatigued by this time with the encroachments made 
upon your patience by my colleagues who have preceded me, and I 
will therefore seek to abbreviate as much as possible what I had 
intended to descant upon. 

1 have the honor to represent the Chamber of Commerce and com- 
mercial bodies of the island of Hawaii, the largest island of the group- 
composing the island archipelago, containing an area itself of over 
4,000 square miles, equivalent to an area of over 2,750,000 acres, and 
within it a population of nearly 47,000 inhabitants. 

In presenting certain matters before you for 3'our consideration, you 
will pardon me if 1 digress somewhat from the mere statistical stand- 
point, or the presentation of facts so ably pursued by those who have 
preceded me, and confine myself plainly to an appeal from the national 
standpoint, the point of view from an American to a fellow American. 

Those of us who have long resided on those distant shor^^s and who 
have dedicated our lives and who have devoted and extended our 
energies and our means in the inculcating and development of the 
American idea within what is now the Territory of Hawaii, realize 
that those efforts of ours, after many years, have at last borne fruit, 
and that the Hawaiians are in kinship to-day coequal with those of us. 
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who are the sons of American soil, and are endeavoring to their utmost 
with us to perfect that ideal of Americanism that all true Americans 
should possess. 

While we to-day appear before you conscious that those ideals have 
been realized, that we equally enjoy those blessings, we are also con- 
scious of the fact that with those blessings have come burdens and 
responsibilities; and while vve would not have you understand that we 
in any way resent the imposition of those buriens upon us, still some 
of them have really become greater than we can much longer bear 
with safety under the conditions that there exist. 

You found us a distinct nationality, guaranteed by yourselves — I 
refer, of course, to history of almost sixty years back — and guaranteed 
bv other powers. But such an arrangement was only temporary. It 
did not, and it could not, last, for reasons that it is not necessary to 
enter into at this time. Annexation became a logical necessity, and 
at the particular time when it was consummated it was essential to the 
prestige and the well-being of the United States of America. It found 
us at the time in the enjoyment of an open American market for our 
exports, under which all of us benefited directly or indirectl3\ How- 
ever, upon the consummation of annexation some of the revenues upon 
which we had up to that time depended for necessary impi'ovements and 
works of a progressive nature being withdrawn from us, it necessarily 
made the burden of taxation to maintain the pathway upon which we 
found ourselves at the time so much the greater to bear. We still 
had the advantages of that open American market, but its advantages 
were minimized by tariff legislation which Congress has since seen tit 
to adopt for other localities. 

We do not come before you in anv complaining spirit. We recog- 
nize the fact that with the privileges there must also come burdens 
and responsibilities, and it is and has been our endeavor to participate 
and to share in those burdens as much as it is possible; but we have 
reached a point where to continue in that condition means danger in 
the future, so we require your generous action in our behalf. We do 
not come befoi'e you as mendicants. We seek no special favors or 
privileges. We ask you for no special legislation that will be unfair 
or that will deprive some locality within the confines of the American 
Union of its share or pro rata of the funds that may properly be given 
by Congress in its behalf. All we ask from you is, if 3'ou can, to set 
aside from those contributions gleaned from the customs and from the 
internal-revenue receipts, so much as you can afford to, for the neces- 
sary works of development and progress within the confines, and spe- 
cifically for the uses of the Territory itself. 

1 have here compiled a few figures, accompanied by explanatory 
statements, and if I am not encroaching upon your time 1 should like 
to be permitted to read a few of the extracts at least. 

Reliable figures have already been quoted before you, and it is shown 
that since the absorption of Hawaii as a Territorv its 154,000 consumers 
have paid into the Federal Treasury a gross total of $6,059,181.51, or 
a total net, after deducting the expenses of collection, of $5,435,137.05, 
being at the rate of $35 per capita: furthermore, from revenue and 
other receipts, a net total of $254,936.57, making a net total from these 
two sources of $5,690,073.62, or a ratio of $37 per capita. 

For the fiscal year ending June 30, 1905, the net Fedeml receipts 
from these two sources amounted to $980,753.21. 
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Furthermore, the United States is to-day the owner iq fee of exceed- 
ingly valuable real estate and water-front property in and adjacent to 
the city of Honolulu, reserved to it or ceded to it by the Territory, 
and amounting to approximately the value of $2,000,000. From these 
just mentioned extracts from official statistics we ask you to consider 
the remarkable reimbursement made to the Federal Treasury of its 
total expenditures in Hawaii, including the extinguishment of its pay- 
ments on account of the public debt of Hawaii upon annexation. In 
other words, Hawaii has more than reimbursed the United States for 
every dollar paid out in behalf of annexation, furnished it with lands 
and sites for its various purposes, leaving the title to all its public 
lands and property transferred vested in the United States Govern- 
ment free of all cost. 

This is an unparalleled public financial showing, and it is doubtful 
whether ever one country was absorbed by another at no cost in so 
short a time. On the other hand, it is more than likely that the with- 
drawal of such proportionately enormous sums of money would have 
helplessly bankrupted any like population in numbers living even 
under more favorable environments than ourselves. Nor dare the 
remedy for this condition be indefinitely postponed here among us 
without dire results. 

It may not be amiss to ur^e your close consideration to the physical 
conditions affecting our environment. Hawaii, not including certain 
outlying islets, consists of five main islands, aggregating a total of 
6,449 square miles, comprising a total of 4,125,135 acres 

Mr. HiGGiNS. Are all the islands inhabited? 

Mr. LoEBENSTEiN. All but the little islets that 1 just excluded from 
consideration in this argument. The island of Hawaii lies farthest to 
the south. Then come in turn the islands of Maui, Molokai, Oahu, and 
Kauai. The trend of the group is from northwest to southeast. 

As I say, that comprises a total of 4,125,135 acres, of which about 
85,000 acres are at present under cultivation for sugar-growing pur- 
poses. A further 1,200,000 acres, more or less, is partlv occupied or 
adaptable for agricultural, pastoral, and, under favorable conditions, 
homestead purposes. The remainder, approximating in the neighbor- 
hood of 3,000,000 acres, consists of timber tracts at high elevation in 
all degrees of greater or less maturity, useless for other than water 
conservation purposes. The more open portions are adapted to sheep 
herding under fair weather conditions. The remainder consists of 
great, bare, worthless lava and sand wastes. Within this area dwell 
about 155,000 people. 

As a matter of fact, the whole present productive area is practically 
confined within the bounds of a block less than 2,500 square miles, and 
is in the nature of a fringe around the seacoast portion of each island 
and extending back from one to three miles from the coast line. Such, 
in short, are the main characteristics of these islands in the mid-Pacific, 
standing merely on the threshhold of great productiveness and develop- 
ment, containing within the areas mentioned tracts of extreme fer- 
tility, and eminently desirable for homestead or other settlement pur- 
K OSes by the intelligent farmer and practical agriculturist, but as yet 
zing dormant and inert for want of the proper funds on the part of 
the Territory to the opening of roads and pathways that the same may 
be made accessible. 

R T H— 06 5 
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Th^ feeling is prevalent in certain quarters that our sugar industry 
is a staple article of production, of constant and unvarying returns to 
the investor. Attention has also been frequently called to the sup- 
posed enormous profits accruing to the investment in the shape of 
dividends. The reverse, howev^er, is true, and the dangers of depre- 
ciation in values in this industry are greater than generallj^ supposed 
hj the public at large. Sugar is an intensive industry, and the one 
industry most sensitive and immediate!}" affected by fluctuations either 
of labor supply, conditions of climate, or other economic factors. 
This has been the experience of many years. During the years of 
1899, 1900, and part of 1901 there was a marked expansion in the 
sugar-growing interests of the Territory, an enhancement in the value 
of property in both arable and agricultural areas as well as in realtj^ in 
the different islands of the group. Labor was everywhere in demand 
at higher values than ever before, fostered no doubt by the scarcity 
of labor on the mainland. Plantations sought and eagerly competea 
with or against one another in the effort to secure all classes of labor 
to carry out their projected improvements. 

Unfortunately the reaction set in in the latter part of 1901, and 
became very severe not only on labor, but on investments as well. 
Labor like capital suff'ered, as is always the case after a so-called boom. 
Later higher prices for sugar afforded some relief, but the sugar crop 
of 1904 was mostly harvested before the rise in prices. The state- 
ments just made are actually proven by the figures, and in a report by 
the Hon. L. E. Pinkham,' president of the Builders and Traders' 
Exchange, of Honolulu, to the Hon. G. R. Carter, governor of the 
Territory, showed that the results to the combined plantations of the 
Territory for the period mentioned, plantations representing an invest- 
ment of approximately $64,000,000, had earned a book profit of only 
2.75 per cent, while the Federal Government, on its investment of 
$4,000,000 or thereabouts, in the annexation of the islands, cleared 
during the same year the sum of $1,143,519.95. In the j^ear 1903 the 
plantations acquired a book profit less than the. one previousl}^ men- 
tioned, amounting to but 2.40 per cent, while the net income to the 
Federal Government for that year was about the same as for the year 
previous. 

Of much interest in this connection, and still further emphasizing 
the sensitive correlation with our main industry and the financial 
status of the Territory, is the subjoined summary, which I crave your 
dermission to file as a portion of my testimony given here, compiled by 
me from various official sources, connecting imports, exports, and 
income taxes for given periods, customs duties, summary of debt per 
annum, tax per capita per annum, tax on a basis of citizen population 
per annum, besides other data, which I feel called upon to insert for 
general information. 
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Exhibit 1.— Filed by A. B. L. 

Table of HawaiVs Territorial recnptSj eocpendiiures, imports^ exftortSy taxes, public debt, 
customs, internal revenue, tax per capita, debt per capita. 



Fiscal year. 



1897-98.. 
1898-99.. 
189^1900 
1900-1901 
1901-2... 
1902-8... 
1903-4... 
1904-5. . . 



Receipts. 



Expendi- 
tures. 



Imports. 



Exports. 



«2, 361, 161. 00 t2, 095, 016. 00 $10, 368, 815. 00 $17, 346, 

2.817,200.00 2,310.837.00 16,069,577.00 22,618. 

3,348.003.00' 3,481,459.00 10,231,197.00 14,404, 

2,140,297.00; 2,576,686.00 24,964,693.00 29,342, 

2,473,173.00 2, 382, 969. 00| 22, 036, 583. 00 24,793, 

2,387,71*00 2,603,194.00 13,982,486.00 26,275, 

2,415,356.00 2, 844, 054. OOi 15,784,691.00 26,204, 

2,354,613.00 2, 240, 732. OOJ 14,718,483.00 36,147, 



744.00 
741.00 
496.00 
697.00 
735.00 
438.00 
875.00 
526.00 



Taxes. 



$811,818.00 
1,068,117.00 
1,295,158.00 
1,659,672.00 
1.605,460.00 
1,678,362.00 
1,617,468.00 
1,941,184.00 



Fiscal year. 



1897-98. . 
1898-99. . 
1899-1900. 
1900-1901. 
1901-2... 
1902-3. . . 
1903-4... 
1904-5. . . 



Public debt. 



$4,390,146.00 
4,457.605.00 
4,890,351.00 
4,226,374.00 
939,970.00 
1,093,970.00 
2,185,000.00 
3,317,000.00 



Customs. 



Internal I 
revenue. | 



$764,903.00' 
1,075,573.00 
1,331,692.001 
1,219,619.001 
1,327,518.00; 
1,193,677.00, 
1,229,492.00 
1,0^8,404.00, 



$7,464.00 
102,182.00 
70,235.22 
40,090.00! 
44,633.001 
44,280.001 



Tax per 


Debt per 


capita. 


capita. 


$5.27 


$28.60 


6.93 


28.90 


8.41 


31.70 


10.80 


27.40 


10.40 


6.10 


10.10 


7.10 


10.50 


14.20 


12.60 


21.50 



Note.— The Federal customs revenues for the fiscal year ending June 30, 1900, amounted to 
$45,523.99. The diflference between this and the total amount represents the Hawaiian Republic's 
receipts. 

Per capita results are based upon total population, census of 1900; nnmber of inhabitants, 164,016. 



Summary of customs receipts from Hawaii since annexation to end of fiscal year, June 30, 

19'05. 

Expenses collecting revenue $496, 667. 87 

Revenue-Cutter Service 27, 526. 04 

Excess of deposits 51 , 122. 75 

Debentures 30, 739. 76 

Refund by cash statements (to December 31 , 1905) 18, 042. 06 

Total disbursements 642, 092. 48 

Less refunds not disbursed ." 18, 000. 00 

624, 098. 00 
Total collections 6, 059, 235. 53 

Net receipts 5, 435, 1 37. 05 

But in addition to the fluctuations in value brought about by finan- 
cial and industrial causes, those caused by natural or parasitical 
enemies living upon the cane must also be taken into account as gov- 
erning factors in reducing the total yield arid as showing reasons for 
fluctuations in production during different years of a sugar crop. 

1 will refer briefly to the ravages wrought bv the so called "leaf 
hopper" on the lands of the Hawaiian Agricultural Company's prop- 
erty in the district of Kau, which 1 remember. This property con- 
sists, in the main, of lands held by the corporation under government 
leases, some of which will expire within five years. They have at 
dift'erent periods proven ver}^ productive, depending on the particular 
climatic conditions for the particular year. In years when the rainfall 
has been amole and abundant the crops have realized a profit to the 
investors. On the contrary, when the average normal rainfall does 
not take place the yields, and consequently the profits, diminish. It 
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must also be taken into consideration that on this side of the island 
the crop of cane, from the time of planting to the time of maturity 
and harvesting, very often requires and in no instance takes less than 
three years. 

The damage done to this particular property covered more than 
77,000 tons of sugar cane, deferringany possible returns to the investors 
of this property for more than three years, which have not yet expired. 
The leaf hopper extended its ravages at the same time upon numerous 
other plantations of the group, adding still further to the loss and 
depreciation in value. This is but one of the many instances that may 
be cited to illustrate the uncertainties oAthe business. 

The Chairman. You have not devised any way to check the ravage 
of the leaf hopper? 

Mr. LoEBENSTEiN. An experiment is under way. A certain spider 
has been set loose by the entomologists, and while it is too early to form 
any conclusion as to whether the experiment is a success, I understand 
they are getting their work in. 

Mr. Lloyd. Is that sent out by the Agricultural Department? 

Mr. LoEBENSTEiN. That is sent out by the Agricultural Department, 
I believe, and the experiment is being made by our local entomologists 
that have been sent from here to us. 

Mr. McClellan. My understanding is that the work of fighting 
the parasites is done by the people who are engaged in the agricultural 
pursuits themselves* Is that correct? 

Mr. W. O. Smith. The Hawaiian sugar plantations have been trying 
to get enemies of the insect pests, and maintain a corps of competent 
men to accomplish it. 

Mr. Lloyd. But what he was getting at was whether the United 
States Government was fighting that pest or the Territorial government. 

Mr. W. O. Smith. That is done by us there. There is a United 
States experiment station which aids in a sense. 

Mr. LoEBENSTEiN. When 1 made that statement it was not with any 
intention of misleading you. I believe the chairman of my delega- 
tion will agree with me that the scientific experts are men that have 
been sent to us from the Departments here. 

Mr. W. O. Smith. Some of them are. But some of them are Eng- 
lishmen. They are mostly Americans. 

Mr. Lloyd. They use some English experts? Perhaps they may 
have been sent by this Government. 

Mr. W. O. Smith. We had one or two from the Agricultural 
Department. One is a German professor. Professor Koebele. Two 
of them are from England. The last we got were irom Australia, 
employed by the Australian government. 'Iwo are from California. 
We have a corps of about ten or fifteen entomologists, plantologists, 
and chemists working away. 

Mr. LoEBENSTEiN. If our situation is merely one where the effort 
at removing the obstacles or impediments to progress m our financial 
status must first emanate from among us, the efforts of our Territorial 
Delegate among you have not been without their good results. It has 
been the endeavor to make good the annual drain on the Territory's 
finances by requesting from Congress liberal impropriations providing 
for construction of Federal buildings or other Federal public purposes, 
for harbor, light-house, or other improvements, and wnile credit must 
be given Congress for responsive action in some directions, and the 



REVENUES IN THE TERKITORY OF HAWAII. 69 

justice of our claims is all but universally acknowledged, yet has it 
been found difficult to ^in general headway in view of the clamor of 
home constituencies upon their representatives in Congress for appro- 
priations of a local nature from the general fund. Such a scheme as 
the disbursement of our local contributions to local development car- 
ries with it none of the exigencies of unfavorable criticism from just 
4such communities. 

We again repeat that we seek no special legislation at your hands, 
nor does Hawaii ask to be relieved from paying her tariffs or bearing 
her burdens, which we, as Americans, ask to share equally with our 
brothers of the mainland. But we do feel that it is n^^cessary to 
impress upon you that we have cost you nothing since our session was 
accomplished. Though you took up and made good our national debt 
at that time, still you have had back all of it and half as much again, 
and we have cost you nothing since, for we have paid our own legisla- 
tures and the expenses of our own courts. 

Mr. Lloyd. HavCvyou taken into account the expenditures that 
have been ma4e from time to time for Government officers in your 
islands, and the expenses that are met by the Government of the United 
States in maintainmg the United States Government authority in those 
islands '( 

Mr. LoEBENSTEiN. We have tried to. 

Mr. Lloyd. Does that include the x\rmy and Navy, the officers of 
the Interior Department, the officers of the Agricultural Department, 
and the officers of the executive branch of the Government? 

Mr. LoBENSTEiN. It covers the salaries and official pa}- rolls of 
those branches of the department you have mentioned that are located 
among us there. I believe the figures have been submitted here. If 
they have not been, we shall be very glad to make it a portion of our 
work. 

Mr. W. O. Smith. Mr. Kalanianaole has a copy of a letter received 
from the Secretary of the Treasur}^ showing all the customs receipts 
and expenses in the district of Hawaii for five years. That was fur- 
nished by the Secretary of the Treasury. 

Mr. Kalanianaole. He might incorporate it in his statement. It 
is an official letter. 

The Chairman. Mr. Kalanianaole suggests that the letter giving the 
official figures should be incorporated in the record in connection with 
Mr. Loebenstein's remarks. If there be no objection that course will 
be adopted. 

The letter referred to is as follows: 

Treasury Department, Office of the Secretary, 

Washington, January 12^ 1906. 
Hon. Jonah K. Kalanianaole, M. C, 

House of Representatives. 
Sir: I have the honor to acknowledge the receipt of your letter of the 9th instant, 
in which you request "statement of amount of Federal revenues from customs and 
the internal revenue, respectively, collected in the Territory of Hawaii for each fiscal 
year beginning with the organization of the Territorv, June 14, 1900, down to July 
1, 1905." 
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The following statements were prepared by the chief of the special agente' divi- 
sion and the Commissioner of Internal Revenue: 

Statement shovring the customs receipts and expenses in the district of Hawaii. 



Aggregate 
receipts. 



Fiscal vear ended June 80— 

1900 1 a$45,523.99 

1901. 1,219,338.79 

1902 ; 1,327,518.23 

1903 1 1,193,677.83 

1904 1 1,229,467.61 

1905 1 1,043,340.38 



Total ' 6.058,866.83 



Aggregate 
expenses. 



$3,100.92 
84,222.40 
96,932.82 
106,719.90 
& 109, 634. 97 
95,881.92 



496,492.93 



a Receipts during the last seventeen davs (from June 14 to June 30) of the fiscal year ended June 30, 
1900. 
68.2 per cent. 

Statement showing internal-revemte receipts for the distrid of Ha\mii during the fiscal 

years ended June 30 — 

1900 $7,454.30 

1901 102,182.63 

1902 70, 235. 22 

1903 40, 090. 52 

1904 44, 632. 82 

Total 264,595.49 

Respectfully, 

L. M. Shaw, Secretary. 

Mr. Lloyd. This letter only shows the customs receipts and expenses. 

Mr. LoEBENSTEiN. The actual cost to the Federal Government of 
maintenance and salaries amounts to $1,825,090.80. That mainly rep- 
resents salaries and runnin^^ expenses of different bureaus, reserving^ 
however, the United States Immigration Bureau, from which we have 
been unable to obtain figures as yet. 

We invite 3^ou to share in the views which I have endeavored to 
present before you. We submit that you require no precedents by 
which to judge Hawaii, except in a beneficial sense, actuated merely 
by your recognition of the sore need of generosity to it, a baby Terri- 
tory, lying isolated and noncontiguous from its parent, in the mid- 
Pacific, harassed by racial and industrial and financial problems, but 
striving, nevertheless, to maintain the highest type of civilization 
against all but overwhelming odds, expending all moneys available 
from other purposes for the higher education of its children, but lack- 
ing the funds for what is the most imperative and far-reaching demand 
of all — the construction of the necessary roads and pathways that may 
open up to the legitimate pioneer and to the American citizen of the 
future for further agricultural development and the building of homes 
in its yet untrodden forests. 

We have not the money for the construction of roads. The idea so 
often presented before you that ours is merely a class that seeks to 
deprive the legitimate, bona fide, home-seeking pioneer of an opoortu- 
nity to create nis home among us and to grow up with us is a delusion 
and a fallacy. If I could explain to you by these weak words of mine 
the physical and engineering impossibility of opening up to settle- 
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ment the remote-lying tracts within tour Territory for homestead or 
settlement purposes it might convince you that our efforts have not 
V>een as slow as ordinary public opinion might lead you to l)elieve. 
True, as 1 stated before, ours is merely and mainly the development 
abutting and circumferating the coast line of our island and extending 
back no more than 3 miles from that coast line. The land rises 
rapidly on our island of Hawaii. From the seacoast to the apex, 
Mount Kea, it rises from 150 to noarh^ 14,000 feet. In some places 
the declivities are very steep. 

In the district of Kau that I just mentioned, there is a case in point 
where the land at one point is at an elevation of 600 feet frcm the sea 
level, whereas less than 1 mile distant the land has risen to an eleva- 
tion of 2,100 feet. This is the land that has been lately applied for 
for settlement and homestead purposes; and it is absolutely impossible 
to lay out a road to make this land accessible, except by the construc- 
tion of a road 6 miles in length to overcome the difference in grade 
between 600 feet elevation and 2,100 feet elevation in less than 1 mile 
of bee line. That must be patent to the committee. 

Permit me just a few words in closing. History these days is rapid 
in the making. Our country has awakened from the Sleepy Hollow 
days of the earlier existence, and with its elevation to a great world 
power among the nations there is attached, among other great respon- 
sibilities, the one of keeping what it has got. The situation of Hawaii, 
as already indicated, is a case in point. Hy virtue of its position in the 
Mid-Pacific, the focal point of transportation and travel, and possess- 
ing unrivalled advantages from the strategic standpoint, Hawaii must 
and will play a prominent part. 

The day is not far distant when Hawaii will be an important center 
to the United States. It possesses not alone unexcelled advantages in 
the way of climate and scenerj^ and wondeiful freaks of nature that 
make a sojourn upon its shores the object of pilgrimage each year in 
ever-increasing numbers; it also possesses wonderful advantages from 
an agricultural and industrial standpoint, and it requires merely the 
touch of labor and capital to develop it; and it requires merely the 
finishing touches of the military and naval expert to make those 
harbors that there abound harbors of refuge for our Navy and impreg- 
nable to all assault. 

I thank you, gentlemen. 

Mr. Lloyd. Have you finished, gentlemen? 

Mr. W. O. Smith. That is all; except a few remarks Mr George 
W. Smith wishes to make. 

STATEMENT OF ME. GEOEGE W. SMITH. 

Mr. G. W. Smith. Mr. Chairman and gentlemen, w^e want to thank 
you for the very courteous treatment we have received at your hands 
duHng the hearings which you have granted us. We were instructed 
b}^ the mercantile organization that sent us to lay before you all the 
facts possible; and I want to call attention to one thing. In dealing 
with our conditions, you deal with conditions and people different from 
those of any other new possession of the United States, different from 
those of any possession that has come to you in the arbitrament of w^ar, 
where the people are alien to your customs, to your language, and to 
conditions on the mainland. 
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Go back with me to the time when James Monroe sat as President 
of the United States, and when our people were raised from barbarism 
to Christian civilization by American system and American sentiment 
in the islands. 

We were American at a time when California was still a part of the 
Mexican Empire; and we have continued to progress along American 
lines. Noble Americans went there in those days and started the 
little ship of state on the voyage which the hand of destiny has guided 
into the harbor of this nation. 

Our appeal is made as Americans, not as people who have lately 
become Americans, but as people who have been Americans for nearly 
a century back. 

The Chairman. Gentlemen, do you desire to take any action at this- 
time with reference to the bill ? 

Mr.' Lloyd. 1 think we had better wait until we meet again, because 
there is not a quorum here. 

Mr. Powers. Let it be referred to a subcommittee. The chairman 
might select a subcommittee. 

The Chairman. You have heard the motion that a subcommittee be 
appointed to take action on the bill H. R. 14015. 

The motion was agreed to. 

The Chairman. The chair will announce the committee upon consid- 
eration. 

The committee (at 4.30 o'clock p. m.) adjourned. 
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